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FREEDOM OF INFORMATION ACT 
Release No. 41/January 20, 1976 


In the Matter of Request of 


TODD AND COMPANY, INC. 





and 
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THOMAS K. LANGBEIN 


for certain records of the National Association of 
Securities Dealers, Inc. 


ORDER AFFIRMING INITIAL DISPOSITION 
OF REQUEST 


Todd and Company, Inc. (“Todd”), a broker-dealer 
registered with the Commission, and Thomas K. 
Langbein have appealed the initial disposition of 
their request under the Freedom of Information 
Act (“FOIA”) for access to records created by the 
National Association of Securities Dealers, Inc. 
(“NASD”). Specifically, Todd has requested ma- 
terials relating to certain specified NASD positions 
and policies which, it is claimed, the NASD would 
be required to maintain and either publish or make 
publicly available if the NASD were an “‘agency”’ 
within the definition given that term by the FOIA, 
5 U.S.C. §552(e). In addition, Todd has requested 
the indexes to these materials which the FOIA re- 
quires agencies to maintain, 5 U.S.C. §552(a)(2). 
In requesting these materials of the Commission, 
Tou is apparently proceeding on the theory that 
the NASD is an “agency” of the federal govern- 
ment and that the Commission is either required 
to maintain the requested records for the NASD 
or to take steps to require the NASD to do so. 


In initially disposing of Todd’s request, the Com- 
mission’s FOIA Officer noted that the Commis- 
sion did not maintain the requested indexes to 
NASD materials nor did it have in its files all of 
the NASD records requested by Todd. However, 
access to all of the requested NASD materials 
which were in the actual possession of the Com- 
mission was offered to Todd, although it was 
noted that an extensive search would be required 
to locate and retrieve all the materials requested. 
Todd chose not to authorize such a search 1/ or 
to narrow the scope of its request and, in appeal- 
ing the staff’s disposition of the request, insists 
that “the Commission is obliged by law to provide 
reasonably useful indices’ to NASD records. The 
Commission does not agree with this contention 
and affirms the staff’s disposition of Todd’s re- 
quest in all respects. 


The term agency is specifically defined in the 
FOIA, 5 US.C. $552(e), as including 

“... any executive department, military 
department, Government corporation, 
Government controlled corporation, or 
other establishment in the executive 
branch of the Government (including 
the Executive Office of the President), 
or any independent regulatory agency.” 


This provision was added by the 1974 amendment 
to the FOIA, Pub. L. No. 93-502. 2/ While the 
clear purpose of the amendment was to expand 
the coverage of the FOIA, Todd’s contention that 
Congress intended the FOIA to apply to corpora- 
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tions such as the NASD does not find support in the 
legislative history of the amendments. 


Two different versions of the definition of the term 
“agency” were initially passed by the two houses of 
Congress. The Senate Report noted with respect to 
the version passed by the Senate that 


"... the U.S. Postal Service has taken the 
position that ... amendments to the FOIA 
‘would not apply to the Postal Service’... . 
To assure FOIA application to the Postal 
Service and also to include publicly funded 
corporations established under the authority 
of the United States, \ike the National Rail- 
road Passenger Corporation (NRPC) (45 
U.S.C. §541), Section 3 incorporates an ex- 
panded definition of agency to apply under 
the FOIA.” 3/ (emphasis added) 


According to the House Report, the House version 
of the 1974 amendments was intended to expand the 
definition of the term “agency” to include those en- 
tities which may not be considered agencies under 5 
U.S.C. §551(1), but which “perform governmental 
functions and control information of interest to the 
public,” and, thus, “to insure inclusion under the 
Act of Government corporations, Government con- 
trolled corporations, or other establishments within 
the executive branch, such as the U. S. Postal Ser- 
vice.”” The House Report explained that the term 
“Government corporation” was meant to include a 
corporation that is “a wholly Government-owned 
enterprise, established by Congress through statute 
.... and that the term “Government controlled 
corporation” was meant to include “‘a corporation 
which is not owned by the Federal Government, 
such as the National Railroad Passenger Corpora- 
tion (Amtrak) and the Corporation for Public 
Broadcasting (CPB). 4/ The limits of the term 
“Government controlled corporation,” however, 
were not indicated in the House Report. 


The conferees on the FOIA amendments followed 
the language of the House version, but restated the 
intention of the provision in a significant respect. 

While the conferees stated in their report that they 


intended to include within the definition of “agency” 


those entities:encompassed by 5 U.S.C. §551(1) and 
other entities including the United States Postal Ser- 
vice, the Postal Rate Commission, and Government 
corporations or Government-controlled corporations, 
they further stated that they did “not intend to in- 
clude corporations which receive appropriated funds 
but are neither chartered by the Federal Government 
or controlled by it, such as the Corporation for Pub- 
lic Broadcasting.” 5/ 


The NASD does not receive appropriated funds, nor 
has it been granted a federal charter. With respect to 
the issue of “control” of the NASD, while it is true 
that the Securities Exchange Act gives the Commis- 
sion extensive power to oversee the operations of 
the NASD, the fact remains that the Association is, 
in a true sense, a “self-regulatory organization”’. 





Operating within its regulatory framework, the NASD 
has the power to establish and apply standards for ad- 
mitting new members, to establish rules, conduct ex- 
aminations of its members, and, when appropriate, to 
initiate disciplinary proceedings to obtain remedial 
sanctions. The fact that the Commission retains over- 
sight responsibility for the actions of the NASD does 
not conclusively indicate that the NASD is a ““Govern- 
ment-controlled corporation”, since the Association 
retains a considerable measure of initiative and discre- 
tion, both with respect to its day-to-day operations 
and its longer-range concerns. Under any reasonable 
application of these standards, the NASD, as a self- 
supporting, self-regulatory organization, cannot be 
considered an “agency” of the federal Government. 


Background of the NASD 


Throughout the early years of the Commission, a 
strong movement directed at organizing broker- 
dealer participants in the over-the-counter markets 
was underway. It was soon realized, however, that 
the desired objectives could not be achieved with- 
out appropriate legislation, particularly legislation 
exempting the activities of an industry-wide organi- 
zation from the federal antitrust laws. 6/ With the 
support of the Commission and industry groups re- 
presenting a large segment of the securities industry, 
the Maloney Act was enacted in 1938, amending 

the Securities Exchange Act, passed in 1934, by pro- 
viding for pervasive industry self-regulation of 
over-the-counter securities markets, subject to Com- 
mission oversight. 


Under the Maloney Act, 7/ self-regulation of the 
over-the-counter markets was accomplished by per- 
mitting qualified associations of broker-dealers 
which met certain standards expressed in the 
statute to register with the Commission as “‘na- 
tional securities associations.”” The legislative his- 
tory of the Maloney Act indicates that the system 
of “cooperative regulation . . . under appropriate 
government supervision” 8/ which it established 
was considered a desirable alternative to the tre- 
mendous expansion of the Commission’s organi- 
zation and the large increase in the expenditure 

of public funds that would be required for the 
Commission directly to regulate the over-the- 
counter markets. 


The National Association of Securities Dealers, 
Inc. is the only national securities association to 
register with the Commission. Organized as a 
private nonprofit corporation under the laws of 
Delaware, it became registered under the Maloney 
Act on August 7, 1939. 9/ The NASD is nation- 
wide in scope and is organized into regional dis- 
tricts to obtain a maximum degree of local ad- 
ministration of its affairs. 


In 1975, the Congress reexamined the whole scheme 
of self-regulation subject to Commission oversight, 
and while'a number of criticisms of the system were 
expressed, it was concluded that ‘‘on the whole 


[self-regulation] has worked well, and . . . should be 
preserved and strengthened.” 10/ In particular, the 
Senate Committee which reported on the Securities 
Acts Amendments of 1975 found that “the statu- 
tory pattern governing the scope of the NASD’s auth- 
ority is basically sound.” 11/ That Report com- 
mented on the development of the general theory of 
self-regulation: 


“In enacting the Exchange Act, the Congress 
balanced the limitations and dangers of per- 
mitting the securities industry to regulate it- 

self against ‘the sheer ineffectiveness of attempt- 
ing to assure [regulation] directly through the 
Government on a wide scale.’ The result was a 
unique pattern of regulation combining both 
industry and government responsibility.”” 12/ 


The Congress also considered the need for improve- 
ment of the adjudicatory and rule-making procedures 
of the self-regulatory organizations. However, because 
one of the principal “advantages of self-regulation is 
the flexibility and informality of its decision-making 
procedures,” the Congress indicated that “it would be 
self-defeating to saddle the self-regulatory organiza- 
tions with the whole panoply of Governmental admin- 
istrative procedures.” 13/ The Senate Report explain- 
ed that the self-regulatory 


**... bodies do not act just like Government 
agencies, whose procedures and functions are 
derived from, and often prescribed by, statutes 
rather than from the decisions of those who 
choose to become members, and the Committee 
believes the distinction is essential to the con- 
cept of self-regulation.” 14/ 


Conclusion 


In expanding the definition of the term “agency” for 
purposes of the FOIA, Congress’ intention was to bring 
under the coverage of that Act certain of the federally- 
chartered corporations which receive federally-appro- 
priated funds, while at the same time excluding such 
corporations which were not subject to actual Govern- 
ment “control,” such as the Corporation for Public 
Broadcasting. The NASD does not receive appropriated 
funds; it receives its funds from two general sources, 
assessments against its membership and charges for 
service items and miscellaneous revenues. 15/ Nor 

has the NASD been granted a federal charter; rather, 
its articles of incorporation, by-laws and rules are a 
product of the “unique system of self-regulation” es- 
tablished for the securities industry, and are establish- 
ed by the Association subject to the Commission’s 
power to modify them as it “deems necessary or appro- 
priate to insure the fair administration of the self-regu- 
latory organization.” 16/ 


While the Commission has had, since the enactment of 
the Maloney Act in 1938, extensive power to oversee 
the operation of registered securities industry associa- 
tions, the fact remains that the NASD is a statutorily- 
recognized “‘self-regulatory organization.” Operating 
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within its regulatory framework, the NASD has the 
power to establish and apply eithical standards of 
professional conduct for its membership — stand- 
ards which may extend beyond the requirements of 
the federal securities laws. It can administer admis- 
sion tests and admit new members, establish rules, 
conduct examinations of its members and, when 
appropriate, initiate disciplinary proceedings to ob- 
tain remedial sanctions. The fact that the Commis- 
sion has oversight responsibility for these activities 
does not indicate that the NASD is a“Government- 
controlled corporation.” Rather, as the Congress 
recognized in recently reexamining the regulatory 
scheme it has establsihed for the securities indus- 
try, the existence of a considerable measure of ini- 
tiative and discretion on the part of the NASD and 


other self-regulatory agencies is essential to the con- 


tinued successful operation of this regulatory sys- 
tem. 


In responding to Todd’s request under the FOIA, 
the Commission’s staff correctly took the position 
that the NASD is not an “agency” of the Federal 
Government, as that term is defined in the FOIA. 
Moreover, it did offer Todd access to all the doc- 
uments requested by Todd which were in the 
actual possession of the Commission, subject to 
Todd’s authorization of the search which would 
be required to locate these records. This was all 
that is required by the FOIA. 


Accordingly, 1T 1S ORDERED that the disposition 
of the FOIA request of Todd and Company and 
Thomas K. Kangbein be and hereby is affirmed in 
all respects. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ See 17 CFR 200.80(e)(3). 


2/ Prior to the 1974 amendments, the FOIA 
adopted the definition of “agency” contained 
in 5 U.S.C. §551, applicable to the Adminis- 
trative Procedure Act generally. 


3/ Freedom of Information Act and Amend- 
ments of 1974 (P.L. 93-502), Joint Committee 
Print, 94 Cong. 1st Sess., p. 185 (1975). See 
also id. at 212. 


4/ Id. at 128-129 (emphasis in original). 
5/ Id. at 231-232. 


6/ See United States v. National Association of 
Securities Dealers, 422 U.S. 694 (1975). 


7/ The Maloney Act provisions applicable to 
“national securities associations” are contained 
in Section 15A of the Securities Exchange Act, 
15 U.S.C. §780-3, et seq. 
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8/ S. Rep. No. 1455, 75th Cong., 3d Sess., p. 1 
(1938). 


9/ In the Matter of Application by National Asso- 
ciation of Securities Dealers, 5 SEC 627 (1939). 


10/ S. Rep. No. 94-75, 94th Cong., 1st Sess., p. 23 
(1975). 


11/ Jd. at 27. 

12/ Id. at 22. 

13/ Jd. at 29. 

14/ Id. at 28-29. 

15/ See Securities and Exchange Commission, Report 
of Special Study of Securities Markets, H. Doc. No. 
95, pt. 4, 85th Cong., 1st Sess., p. 641-646 (1963). 
16/ Section 19(c) of the Securities Exchange Act, as 


amended by the Securities Acts Amendments of 
1975, Pub. L. No. 94-29. 
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SECURITIES ACT OF 1933 
Release No. 5671/January 19, 1976 


Admin. Proc. File No. 3-4621 
In the Matter of 


SAN JUAN DIARY, INC. 
1124 Ashford Avenue 

San Juan, Puerto Rico 00907 
(244-2240) 


FINDINGS AND ORDER PERMANENTLY SUSPEND- 
ING REGULATION A EXEMPTION 


San Juan Diary, Inc. (“issuer’’), a Delaware corporation, 
filed with the Commission on May 28, 1974 a notifica- 
tion and offering circular and supporting exhibits for 
the purpose of obtaining an exemption from the regis- 
tration requirements of the Securities Act of 1933, pur- 
suant to Section 3(b) thereof and Regulation A there- 
under, with respect:to a public offering of 98,000 
shares of its $.10 par value common stock at $5.00 

per share for an aggregate offering of $490,000. 


The Commission issued a September 9, 1975 order 
temporarily suspending the Regulation A exemption 








of the issuer. On December 4, 1975 the issuer filed an 
order of settlement. Solely for the purpose of dispos- 
ing of these proceedings, and without admitting or 
denying the allegations in the temporary suspension 
order, the issuer consents to the findings set forth 
below and to the entry of an order permanently 
suspending the exemption. 


On the basis of the temporary suspension order and 
offer of settlement, it is found that: 


(1) The notification and offering circular were false 
and misleading in, among other things, failing to 
disclose the identity of a person controlling the issuer; 
the failure to disclose in the offering circular the fi- 
nancial condition of the issuer, including its actual 
assets and liabilities, and that the financial statements 


were not prepared in accordance with generally accept- 


ed accounting principles; and the failure to disclose in 
the offering circular the extent to which the securities 
proposed to be offered would be diluted because of 
the issuer’s insolvency. 


(2) The terms and conditons of Regulation A have 
not been met in the above respects. 


(3) The offering, if allowed to commence, would 
operate as a fraud and deceit upon purchasers in 
violation of Section 17(a) of the Securities Act of 
1933, as amended. 


In view of the foregoing, it is in the public interest 
to enter an order permanently suspending the 
issuer's exemption under Regulation A. 


Accordingly, 1T 1S ORDERED, pursuant to Rule 261 
of Regulation A under the Securities Act of 1933, as 
amended, that the exemption from, registration with 
respect to the above public offering of securities of 
San Juan Diary, Inc. be, and it hereby is, permanent- 
ly suspended. 


For the Commission, by the Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12022/January 16, 1976 


An order has been issued granting the application of 


the Detroit Stock Exchange to strike from listing 
and registration the common stock of Grow Chem- 
ical Corp. The application was made at the request 
of Grow Chemical Corp. This security remains 
listed and registered on the American Stock Ex- 
change. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12023/January 16, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
New York, New York 


(SR-NYSE-75-6) 


ORDER APPROVING PROPOSED RULE CHANGES 
SUBMITTED BY THE NEW YORK STOCK Ex- 
CHANGE ON BEHALF OF STOCK CLEARING 
CORPORATION WITH RESPECT TO ITS RULES 

9 AND 19 AND ITS PROCEDURES MANUAL 


On October 21, 1975, The New York Stock Exchange, 
Inc. (““NYSE”) on behalf of Stock Clearing Corpora- 
tion (“SCC”), a wholly-owned subsidiary of the NYSE 
and a registered clearing agency, submitted proposed 
changes to SCC Rules 4, 9, and 19 and page 70 of its 
procedures manual pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934, 15 U.S.C. 78(s) 
(“the Act’). On January 14, 1976 the proposed 
changes to Rule 4 were formally withdrawn. 


In accordance with Section 19(b) of the Act and 
Rule 19b-4 thereunder, notice of the proposed rule 
changes was published in the Federal Register (40 
Fed. Reg. 52775, November 12, 1975) and the public 
was invited to comment thereon. Notice of the filing 
and an invitation for comments also appeared in Se- 
curities Exchange Act Release No. 11806, November 
6, 1975. No letters of comment were received. 


As described in Securities Exchange Act Release No. 
11806 the rule changes reflect SCC’s policy of accept- 
ing reclamations from a receiving member or non- 
member bank no later than 10:00 a.m. on the busi- 
ness day following delivery to such receiving mem- 
ber or non-member bank and réflect the fact that 
members of the American Stock Exchange, Inc. 
(“Amex’’) who are members of SCC are clearing 
members rather than associate members and deals 
further with the existence of dual memberships on 
the NYSE and Amex. 


The Commission has reviewed the proposed rule change 
and finds that it is consistent with the requirements of 
the Act and the rules and regulations thereunder. 
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IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the rule change referenced 
above as modified by the withdrawal of the proposed 
change to Rule 4, be, and hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12024/January 16, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wal! Street 
New York, New York 10005 


(SR-NYSE-75-9) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 3, 1975, the New York Stock Exchange, 
Inc. (the “NYSE”) filed with the Commission, pursu- 
ant to Rule 19b-4 under the Securities Exchange Act 
of 1934 (the ““Act’’), as amended by the Securities 
Acts Amendments of 1975, a proposed change in the 
rules of the NYSE. The rule change, as amended by the 
NYSE on January 8, 1976, would add to Rule 345 of 
the NYSE a requirement that no member or member 
organization shall employ any person not otherwise 
required to be registered with and approved by the 
Exchange prior to obtaining the approval of the Ex- 
change if the member or member organization knows, 
or in the exercise of reasonable care should know, that 
such person is subject to a statutory disqualification 

as defined in Section 3(a)(39) of the Act. 


Notice of the filing was published in the SEC Docket 
(Release No. 11807/November 6, 1975); the com- 
plete submission and a request for public comments 
were published in the Federal Register on November 
13, 1975, (40 F.R. 52896). The period for public 
comment ended on Decmeber 13, 1975, and no 
comments were received. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and | 
the rules and regulations thereunder applicable to 
the NYSE. 


IT iS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change, 
as amended, be, and it hereby is, approved. 

For the Commission by the Division of Market Regu- 
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lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12025/January 16, 1976 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-75-13) 


ORDER APPROVING THE AMERICAN STOCK 
EXCHANGE PROPOSAL TO AMEND SECTION 
113 OF THE AMERICAN STOCK EXCHANGE 
COMPANY GUIDE RELATING TO FEES FOR 
TRANSFER FROM UNLISTED TO LISTED 
STATUS 


On November 24, 1975 the American Stock Ex- 
change, Inc. (““Amex’’) filed with the Commission, 
pursuant to Section 19(b) of the Securities Ex- 
change Act of 1934 (the “‘Act’”’), as amended by 
the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule 
change. The proposal contained an amendment to 
Section 113 of the Amex Company Guide which 
increases the fees charged to a company for trans- 
ferring from unlisted to listed status from $1,000 
to $4,500. 


Notice of the proposed amendment to the Com- 
pany Guide together with the terms of substance 
of the proposal was given by publication of a 
Commission Release (Securities Exchange Act 
Release No. 34-11869, November 26, 1975) and 
by publication in the Federal Register (40 Fed. 
Reg. 57402, December 9, 1975). Public comments 
were invited until the thirtieth day after publica- 
tion in the Federal Register. 


The Commission finds that the proposed rule change 


is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to 
national securities exchanges, and in particular, the 
requirements of Section 6 of the Act. 


IT iS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the proposed rule 
change filed with the Commission on November 
24, 1975, be, and hereby is, approved. 


For the Commission by the Division of Market Re- 
gulation pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12026/January 16, 1976 


The Securities iand Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary sus- 
pension of exchange and over the counter trading for 
the single ten day period commencing at midnight 
(EST) on January 19, 1976 and terminating at mid- 
night (EST) on January 29, 1976, of the securities 

of Conrac Corporation, a New York corporation with 
principal executive offices located at 330 Madison 
Avenue, New York, New York 10017. 


The Commission initiated the suspension of trading 
in the securities of Conrac Corporation because of 
continuing questions which have arisen concerning 
trading activity in the securities of Conrac Corpora- 
tion. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all 
other currently available information and any infor- 
mation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the suspension, 
no quotation may be entered unless and until they 
have strictly complied with all of the provisions of 
said rule. lf any broker or dealer has any questions 
as to whether or not he has complied with said rule, 
he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange 
Commission, Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities 

in question until such time as he has familiarized him- 
self with said rule and is certain that all of its provi- 
sions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the 
Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12027/January 19, 1976 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act”) the termination of 
the temporary suspension of exchange and over-the- 


counter trading, effective January 16, 1976, of the 
securities of Generics Corporation of America (““Gen- 
erics”’), a Delaware corporation with principal executive 
offices located at 333 Sylvan Avenue, Englewood Cliffs, 
New Jersey 07632. 


The Commission initially ordered the suspension of 
trading in Generics’ securities on November 28, 1975 
because of the lack of accurate and adequate informa- 
tion available to the public concerning the company’s 
financial condition:and operations, particularly includ- 
ing questions relating to the valuation of inventory. 


On December 18, 1975 the Commission brought an 
injunctive action against Generics in the United States 
District Court for the District of New Jersey seeking 
an injunction from further violations of the antifraud 
provisions, reporting and proxy requirements of the 
federal securities laws. (For further information see 
Litigation Release No. 7218.) 


On December 23, 1975 a final judgment of permanent 
injunction by consent was entered as to Generics in 
which, without admitting or denying the substantive 
allegations of the complaint, Generics was enjoined 
from further violations ot the above mentioned pro- 
visions. Furthermore, a special counsel to Generics 
was appointed and empowered, among other things, 
to investigate and ascertain adequate, accurate and 
current information concerning the financial condition 
of Generics and to report to the Commission, share- 
holders and the public thereon. The judgment also 
ordered the Board of Directors of Generics to exer- 
cise its best efforts to elect or appoint independent 
directors to Generic’s Board of Directors. (For further 
information, see Litigation Release No. 7224.) 


Generics has advised the Commission that it believes 
there is at present insufficient information about 

the company’s financial condition to enable investors 
to make informed investment decisions with regard 
to Generics’ securities. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully 
consider the foregoing information along with all 
other currently available information and any informa- 
tion subseuqnetly issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
Pension no quotation may be entered unless and 
until they have strictly complied with all of the pro- 
visions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied 
with said rule, he should not enter any quotation but 
immediately contact the staff of the Division of En- 
forcement in Washington, D. C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is 


SEC DOCKET/1091 








in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12028/January 19, 1976 


Admin. Proc. File No. 3-4857 
In the Matter of 


MAGMETCO, INC., as Successor to 


MAGNETIC METALS COMPANY 
(81-191) 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Magmetco, Inc. 
(“Applicant’’), as successor to Magnetic Metals Com- 
pany, pursuant to Section 12(h) of the Securities 
Exchange Act of 1934, as amended (the “1934 
Act”), for an exemption from the provisions of 
Sections 13 and 15(d) of the 1934 Act. 


It appears to the Commission that the requested 
exemption is not inconsistent with the public inter- 
est and the protection of investors in view of the facts 
that Magnetic Metals Company no longer exists as a 
separate corporation and there is no trading in Mag- 
netic Metals Company’s stock, all of the Applicant's 
stock is held by the Langworthy family and there is 
no market in such shares, thorough disclosure of 
Magnetic Metals Company’s business and financial 
Position was included in the proxy materials dis- 
tributed in connection with the merger of Magnetic 
Metals Company into Applicant, and there are no 
pending appraisal proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Relase No. 12029/January 20, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. ON 
BEHALF OF THE DEPOSITORY TRUST COMPANY 


(SR-NYSE-75-20) 


The New York Stock Exchange, Inc. (the “NYSE”} 
has submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the “Act’’), a 
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proposed amendment in the rules of the NYSE’s sub- 
sidiary, The Depository Trust Company (“DTC"’), a 
registered clearing agency. The proposed amendment, 
an addition to DTC’s Rule 6, provides that DTC parti- 
cipants who wish to exercise dissenters’ rights, appraisal 
rights or similar rights available to DTC’s nominee as 
the registered owner of securities deposited with DTC 
must indemnify DTC (and any nominee of DTC in 
whose name the securities are registered) against losses 
sustained in actions taken pursuant to participants’ in- 
structions in exercising such rights. DTC or its nominee 
would not be indemnified against losses for which DTC 
or the nominee was at fault. 


Rule 6, as amended, would specify that DTC is not ob- 
ligated to act in pursuance of dissenters’, appraisal or 
similar rights except upon receiving reasonable instruc- 
tions from participants and is not obligated to deter- 
mine the legal or other requirements applicable to the 
pursuit of such rights. 


Publication of the proposed rule change is expected 
to be made in the Federal Register during the week 
beginning January 19, 1976. Interested persons are 
invited to submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 


Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, N. W., Washington, D. C. 
20549. Copies of the filing will also be available at 
the principal office of DTC. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12030/January 20, 1976 


ANNOUNCEMENT OF A LOST AND STOLEN 

SECURITIES PROGRAM INCLUDING NOTICE 
OF PROPOSED RULE 17f-1 REGARDING RE- 

PORTING AND INQUIRY WITH RESPECT TO 

MISSING, LOST, COUNTERFEIT OR STOLEN 
SECURITIES 


(File No. $7-611) 
(Comment Period Expires April 1, 1976.) 
The Securities and Exchange Commission today 


announced its intention to implement a lost and 
stolen securities program and gave notice of proposed 








rulemaking pursuant to Section 17(f) of the Securities 
Exchange Act of 1934, (“the Act’) [15 U.S.C. 78a 

et seq., as amended by Pub. L. No. 94-29 (June 4, 
1975)], to establish pursuant to proposed Rule 17f-1 
reporting and inquiry requirements with respect to 
missing, lost, counterfeit or stolen securities. 


Introduction 


The problems relating to missing, lost, counterfeit or 
stolen securities have been described by the Commis- 
sion 1/ and were the subject of Congressional hearings. 
2/ The recommendation for a central data bank for 
the receipt of reports and inquiries concerning missing, 
lost, stolen or counterfeit securities has been supported 
widely. 3/ Section 17(f) of the Act provides the legis- 
lative framework for such a system by providing that 
every national securities exchange, member thereof, 
registered securities association, broker, dealer, muni- 
cipal securities dealer, registered transfer agent, regis- 
tered clearing agency, participant therein, member of 
the Federal Reserve System and bank whose deposits 
are insured by the Federal Deposit Insurance Corpora- 
tion shall report and inquire with respect to missing, 
lost, counterfeit or stolen securities. 4/ 


Proposed Rule 17f-1 


The Commission proposes to implement a program for 
the reporting and inquiry or validation of securities in 
the custoday or control of reporting institutions as 
foliows: 


Paragraph (a) defines the terms “reporting institution” 
and “appropriate instrumentality.” 


Paragraph (b) requires financial institutions and others 
to report missing, lost, counterfeit or stolen securities 
within specified time periods. Reports with respect to 
U. S. Government or Agency securities or securities of 
certain international organizations are to be made to 
the nearest Federal Reserve Bank or Branch; reports 
with respect to all other securities are to be made to 
the Securities and Exchange Commission. Where 
criminal actions are suspected, reports are to be made 
to the appropriate law enforcement agency. A report 
is also required if a security previously reported miss- 
ing, lost or stolen is recovered. The information re- 
quired to be reported is set forth in the rule and shall 
be provided on an appropriate form, Form X-17F-1A, 
Lost, Missing, Stolen, Counterfeit Securities Report. 


Paragraph (c) requires financial institutions to deter- 
mine whether securities coming into their possession 
or keeping under certain circumstances have been 
reported as missing, lost, counterfeit or stolen. In- 
quiry with the appropriate instrumentality is required 
whenever securities are received, whether by pledge, 
transfer or in some other manner, unless they are re- 
ceived (1) from the issuer on original issue, (2) from 
another institution which is a reporting entity under 
the rule, or (3) from a regular customer, are regis- 
tered in the name of such customer or its nominee, 


and the size and nature of the transaction are not 
inconsistent with past transactions with the same 
customer. These exceptions are intended to make 
inquiry unnecessary in the majority of instances 
and to require inquiry in those circumstances most 
likely to involve missing, lost, counterfeit or stolen 
securities. This paragraph is intended to require in- 
quiry of a data base which will quickly identify 
whether securities in the possession of an inquiring 
entity are missing, lost, counterfeit or stolen securi- 
ties. The system will be designed to avoid undue 
disruption to the course of normal commercial 
transactions. 


Paragraph (d) is permissive and describes the avail- 
ability of the reporting and inquiry system to any 
reporting entity whether or not Rule 17f-1 would 
require said report or inquiry. It also provides that 
the Commission may grant others access to the sys- 
tem upon terms and conditions as it deems appro- 
priate and necessary in the public interest and for 
the protection of investors. 


Text of Rule 17f-1 Requirements for Reporting and 
Inquiry with Respect to Missing, Lost, Counterfeit 
or Stolen Securities 


(a) Definitions - (1) Reporting Institution. For 
purposes of this rule, the term “reporting institution” 
shall include every national securities exchange, mem- 
ber thereof, registered securities association, broker, 
dealer, municipal securities dealer, registered transfer 
agent, registered clearing agency, participant therein, 
member of the Federal Reserve System and bank 
whose deposits are insured by the Federal Deposit 
Insurance Corporation. 


(2) Appropriate Instrumentality. For purposes of 
this rule the term “appropriate instrumentality” 
shall mean 


(i) any Federal Reserve Bank or Branch thereof with 
respect to securities issued by 


(A) the United States Government, 


(B) any agency or instrumentality of the United 
States Government, 


(C) the International Bank for Reconstruction and 
Development, 


(D) the Inter-American Development Bank, or 
(E) the Asian Development Bank; and 


(ii) the Securities and Exchange Commission with 
respect to all other securities. 


(b) Reporting Requirements - (1) Stolen Securities. 
(i) Every reporting institution shall report to the 


appropriate instrumentality the discovery of the theft 
or loss of any security where criminal actions are 
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suspected. Such report shall be made within one busi- 
ness day of the discovery and, if the certificate num- 
bers of the securities cannot be ascertained at that 
time, they shall be reported as soon thereafter as pos- 
sible. 


(ii) Every reporting institution shall promptly report 
to the appropriate law enforcement agency upon the 
discovery of the theft or loss of any security which is 
stolen or missing where criminal actions are suspected. 


(2) Missing or Lost Securities. Every reporting insti- 
tution shall report to the appropriate instrumentality 
the discovery of the loss of any security where crimin- 
al actions are not suspected when the security has been 
missing or tost for a period of two business days. Such 
report shall be made within one business day of the 
end of such period except that: 


(i) Securities lost in transit to customers, transfer 
agents, banks, brokers or dealers shall be reported by 
the delivering institution no later than two business 
days after notice of non-receipt or as soon after such 
notice as the certificate numbers of the securities can 
be ascertained. 


(ii) Securities considered lost or missing as a result of 
securities counts or verifications required by rule, 
regulation or otherwise (e.g., dividend record date 
verification made as a result of firm policy or internal 
audit function report) shall be reported no later than 
ten business days after completion of such securities 
count or verification or as soon after such count or 
verification as the certificate numbers of the securi- 
ties can be ascertained. 


(iii) Securities not received during the completion of 
a delivery, deposit or withdrawal shall be reported 
in the following manner: 


(A) Where delivery of securities is through clearing 
agency, the delivering institution shall supply the 
receiving institution the certificate number of the 
security within two business days from the date of 
request from the receiving institution. The receiving 
institution shall report within one business day of 
notification of the certificate number; 


(B) Where the delivery of securities is over the 
window and where the delivering institution has 

a receipt, the deliverying institution shall supply 
the receiving institution the certificate numbers 

of the securities within two, business days from 

the date of request from the receiving institution. 
The receiving institution shall report within one 
business day of notification of the certificate num- 
ber; : 


(C) Where the delivery of securities is over the 
window and where the delivering institution has 
no receipt, the delivering institution shall report 
within two business days of notification of non- 
receipt by the receiving institution; or 


(D) Where delivery of securities is made by mail 
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or via draft, if payment is not received within ten 
business days, the delivering institution shall con- 
firm with the receiving institution the failure to 
receive such delivery; if confirmation shows non- 
receipt, the delivering institution shall report 
within two business days of such confirmation. 


(3) Counterfeit Securities. Every reporting insti- 
tution shall report the discovery of any counterfeit 
security to the appropriate instrumentality within 
one business day of such discovery. 


(4) Recovery. Every reporting institution shall 
report the recovery or finding of any security 
previously reported missing, lost or stolen pursu- 
ant to this rule to the appropriate instrumentality 
within one business day of such recovery or find- 
ing. Recovery may only be reported by the institu- 
tion which reported the security as missing, lost 
or stolen. 


(5) /nformation to Be Reported. A\\ reports 
made pursuant to this rule shall include, if appli- 
cable or available, the following information with 
respect to each security: 

(i) Issuer; 

(ii) Type of security and series; 

(iii) Date of issue; 

(iv) Maturity date; 

(v) Denomination; 


(vi) Interest, rate; 


(vii) Certificate number, including alphabetical pre- 
fix or suffix; 


(viii) Name in which registered; 

(ix) Distinguishing characteristics, if counterfeit; 
(x) Date of discovery of loss or recovery; 

(xi) CUSIP number; and 

(xii) FINS number. 


(6) Forms. All reports made pursuant to this rule shall 
be made on Form X-17F-1A. 


(c) Required Inquiries - (1) Every reporting institu- 
tion shall inquire of the appropriate instrumentality 
with respect to every security which comes into its 
possession or keeping, whether by pledge, transfer, 
or otherwise, to ascertain whether such security has 
been reported as missing, lost, counterfeit or stolen, 
unless 


(i) the security is received directly from the issuer 
or issuing agent at issuance; 
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(ii) the security is received from another reporting 
institution; or 


(iii) the security is received from a regular customer 
of the reporting institution; if a registerable instru- 
ment, is registered in the name of such customer or 
its nominee; and the size and nature of the transac- 
tion are not inconsistent with past transactions with 
the same customer. 


(2) Form of Inquiry. \nquiries shall be made in such 
manner as prescribed by the appropriate instrumen- 
tality. 


(d) Permissive Reports and Inquiries - Every report- 
ing institution may report to or inquire of the ap- 
propriate instrumentality with respect to any secur- 
ity not otherwise required by this rule to be the sub- 
ject of a report or inquiry. The Commission on 
written request or upon its own motion may permit 
reports to and inquiries of the system by any other 
person or entity upon such terms and conditions as 
it deems appropriate and necessary in the public 
interest and for the protection of investors. 


= * 7. * o 


Principles of the Lost and Stolen Securities Program 


The Commission announced principles which should 
guide the development of a lost and stolen securities 
program. The principles are intended to be general 
guidelines to fulfill the purposes of the legislation. 

It should be noted that this program is not intended 
to be a substitute for other steps which are being 
undertaken to improve securities processing, prevent 
losses and reduce the risk of theft. The Commission 
continues to endorse the concepts of improved se- 
curities processing and certificate immobilization 

and elimination through greater use of depositories 
and book entry systems. It is expected that this pro- 
gram will be developed in a manner appropriate to 
meet existing needs and will be flexible enough to 
adjust to changing circumstances. 


Reporting 


The Commission has determined that a system estab- 
lished to receive reports regarding lost, missing, 
counterfeit or stolen securities should include cer- 
tain objectives for the reporting of information. 


The principles for reporting are as follows: 


1. All incidents of missing, lost, stolen or counterfeit 
securities shall be reported promptly. 


2. The system for receiving reports shall be accessible 
either directly or through a correspondent to all re- 
porting entities and shall record all reports promptly. 


3. The system shall maintain all reports on a current 
and continuous basis. 


4. The system shall confirm all reports to the report- 
ing entity and the reporting entity shall verify the cor- 
rectness of the reports. 


5. The reporting entity shall promptly update all in- 
formation in the system. 


6. Duplicate reporting shall be avoided in instances 
where more than one entity may be required to report 
a single event. 


Inquiry 


The Commission has determined that a system estab- 
lished to collect reports and provide access for inquiry 
with respect to missing, lost, counterfeit or stolen se- 
curities should include certain objectives for the avail- 
ability of information. 


The principles for inquiry are as follows: 


1. The reporting entity shall inquire of the system 
promptly with respect to all securities required to 
be validated. 


2. The reporting entity may inquire of the system 
as to any transaction. 


3. The system shall be easily accessible for inquiry 
either directly or through a correspondent by on-line 
computer, telegraph, telephone or other appropri- 
ate means. 


4. The system shall be compatible with existing 
systems. 


5. The reporting entity shall take appropriate action 
promptly when an inquiry indicates that a certificate 
in its possession or control was reported as lost, miss- 
ing, stolen or counterfeit. 


Statutory Basis and Competitive Considerations 


The Commission proposes Rule 17f-1 pursuant to the 
Securities Exchange Act of 1934, as amended, (“the 
Act’) including Sections 2, 6, 10, 15, 17 and 23 there- 
of. The Commission finds that any burden upon com- 
petition imposed by the proposed rule is necessary 
and appropriate in the public interest and for the pro- 
tection of investors in order to implement a lost and 
stolen securities program pursuant to Section 17(f) 

of the Act. 


Solicitation of Comments 

The Commission solicits comments from all interested 
persons on proposed Rule 17f-1 and the Principles 

for Reporting and Inquiry. In particular, the Commis: 


sion solicits comments pertaining to the following: 


1. Whether the proposed rule focuses on those 
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transactions in which the improper use of lost, missing, 
stolen or counterfeit securities is most prevalent; 


2. Whether certain types of securities should be exempt 
from the reporting and inquiry requirements and, if so, 
which types and for what reasons; 


3. Whether the proposals for reporting and inquiry 
represent a reasonable program in light of existing 
securities processing practices; and 


4. Whether the Commission should designate another 
entity to operate the reporting and inquiry system 
and, if so, which entity, and an what basis. 


Written comments should be addressed to the Secre- 
tary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549, by April 1, 1976. All comments 
should refer to File No. S7-611. Comments submitted 
will be available for public inspection at the Commis- 
sion’s Public Reference Room. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Study of Unsafe and Unsound Practices of 
Brokers and Dealers, Report and Recommenda- 
tions of the Securities and Exchange Commission 
(pursuant to Section 11(h) of the Securities In- 
vestor Protection Act of 1970), December 1970. 
Hereinafter, “Study”. 


2/ Organized Crime - Stolen Securities, Hearings 
Before the Permanent Subcommittee on Investi- 
gations, Senate Committee on Government Oper- 
ations, 92nd Cong., 1st Sess. (1971); 93rd Cong., 
Ist Sess. (1973); 93rd Cong., 2d Sess. (1974). 
Hereinafter, “Hearings”. 


3/ Study, supra note 1; Hearings, supra note 2. 


4/ The Commission staff has prepared a back- 
ground paper outlining the history of the lost 
and stolen securities problem and discussing the 
issues involved in developing a program to reme- 
dy the situation. Copies of this background paper 
are available to the public. 


FORM X-17F-1A 


LOST/MISSING/STOLEN/COUNTERFEIT 
SECURITIES REPORT 


(TOR) 
( ) Report of Loss 


( ) Report of Recovery 











Date 





File No. 




















(ES) ( ) Single Security (ESS) ( ) Consecutively Serializec 
Securities 
(Ril) (TYP) 
Reporting Institution Identifier Type of Security 
(SER) 
Serial Number 
(SER) (DET 
Serial Number - End Number of Consecutively Denomination/Face Value and 
Serialized Group Interest Rate 
(ISS) 
Issuer 
(OWN) 
(DOM) (DO!) ____ (DOE) (CUS) 
Maturity Date Issue Date Date of Loss/ CUSIP Number 


Recovery , 
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jizec 


{ ) Criminality Indicated (CAI) 


( ) Counterfeit (CTR) 








if Counterfeit - Distinguishing Characteristics 


Reports Filed with (RFW) 


{( ) Data Bank ( 





Authorized Signature 


INSTRUCTIONS TO FORM X-17F-1A 


(Detailed instructions will be set forth in an 
Operating Manual) 


Accurately complete form in legible hand printing. 
Aseparate form must be completed for each entry. 


Where theft or loss involves a group of securities 
which are identical except for non-consecutive 
serial numbers, complete one form and attach a 
list of the non-consecutive serial numbers. 


Serially numbered missing, lost, stolen or counter- 
feit securities meeting the criteria set forth in the 
Operating Manual may be entered in data bank. 


1. Check TOR block to indicate whether report 
is for loss or recovery. 


2. Check ES block indicating entry is a single 
lost or stolen security or ESS block indicating 
entry is a group of consecutively serialized se- 
curities. 


3. Reporting Institution Identifier (R11) - Enter 
reporting institution identifier number. 


4. Type (TYP) - Enter two letter code provided 
by the Operating Manual which most precisely 
describes the security, or clearly print a descrip- 
tion of the security on line provided. 


5. Serial Number (SER) - Fill in complete serial 
number including any letters which are part of the 
number. 


(a) When entering a single security, fill in the first 
serial number block only. 


(b) When entering a group of consecutively ser- 
ialized securities, enter the beginning serial num- 
ber in the first serial number block and ending 

serial number in the second serial number block. 


6. Denomination (DEN) - Fill in information as 
provided below: 


Issuer/Transfer Agent ( ) Law Enforcement 


(a) Enter in numerical form the amount of money 


- represented by bonds, debentures, notes and other 


securities (excluding those in (b), (c) and (d), below), 
as indicated thereon. If amount was not indicated 

on the security, enter the word “BLANK.” If interest 
rate was indicated, enter this information. 


(b) Enter in numerical form the number of shares 
represented by stock certificates. (Do not enter par 
value of the stock.) If number of shares was not in- 
dicated on the stock certificate, enter the word 
“BLANK.” 


(c) With respect to warrants and rights, enter in 
numerical form the number of new securities which 
the document entitles the owner to purchase. 


(d) When entering warehouse receipts which do not 
specify a value, enter the letters “WR” in the first 
two spaces. 


7. Issuer (ISS) - Clearly print, on lines provided, the 
complete name of issuing company, agency or organi- 
Zation as set out on the security even though the se- 
curity may have been lost, stolen, or missing prior to 
being “issued” by appropriate authority. 


Issuer of U. S. Treasury obligations, (e.g., Treasury 
Bonds, Bills or Notes; U. S. Savings Bonds, etc.) 
should be shown as USTREASURY. (Disregard the 
name of any bank or corporation issuing these type 
obligations as an agent of the U. S. Government.) 


8. Registered Name (OWN) - Clearly print, on line 
provided, the full name of person the security is 
registered to (person, company, bank, brokerage 
house, etc.) exactly as it appears on the security. 


Enter the word “BEARER” when document is a 
“bearer” security. 


Where co-owners are listed, use only the name of 
first person listed. Disregard name of person (or 
organization) identified as beneficiary or as the 
one to whom security is payable on death (P.O.D.). 


SEC DOCKET/1097 








9. Maturity Date (DOM) - Enter maturity date, if 
applicable. 


10. Issue Date (DOI!) - Enter date of issue of se- 
curity, if applicable. 


11. Date of Loss/Recovery (DOE) - Enter date when 
loss was noticed or theft occurred or when security 
was found or recovered. 


12. CUSIP Number (CUS) - Enter CUSIP number. 


13. Criminality Indicated (CAI) - Check when 
criminality is indicated in loss. 


14. Counterfeit (CTR) - Check when reporting 
counterfeit securities and indicate distinguishing 
characteristics, if any. 


15. Reports Filed with (RFW) - Check each entity 
with whom Form X-17F-1A was filed. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12031/January 20, 1976 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act”) the termination of 
the suspension of exchange and over-the-counter 
trading, effective at 10:00 a.m. (EST) on January 21, 
1976, of the securities of Tl Corporation (of Cali- 
fornia) (“T1"’), a California corporation with princi- 
pal executive offices located at 433 South Spring 
street, Los Angeles, California 90054. 


The Commission initially suspended trading in TI's 
securities on January 14, 1976 to permit dissemina- 
tion of the announcement of the charges brought by 
the United States Attorney in Los Angeles. The 
matter, brought before a federal grand jury, led to 

a ten count indictment against TI, charging the com- 
pany with having illegally manipulated its bank ac- 
counts in 1973 to produce artificially inflated bal- 
ances. 


The Commission cautions broker-dealers, sharehold- 
ers, and prospective purchasers that they should 
carefully consider the foregoing information along 
with all other currently available information and 
any information subsequently issued by the com- 
pany. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the pro- 
visions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
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said rule, he should not enter any quotation but im- 
mediately contact the staff of the Division of Enforce- 
ment in Washington, D. C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has famil- 
iarized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12032/January 20, 1976 


The Securities and Exchange Commission announced, 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspen- 
sion of exchange and over-the-counter trading for a 
single ten day period commencing at 2:20 p.m. (EST) 
on January 20, 1976 and terminating at midnight 
(EST) on January 29, 1976 of all securities of the 
following issuer which has failed to file with the Com- 
mission indicated reports: 


Western Orbis Co., a Delaware corporation (annual 
report on Form 10-K for its fiscal year ended June 30, 
1975 and quarterly report on Form 10-Q for its fiscal 
quarter ended September 30, 1975). Western Orbis 
Co.'s securities are listed for trading on the American 
and Pacific Stock Exchanges, and trading was halted 
on such exchanges on September 19, 1974. 


The Commission initiated the subject suspensions be- 
cause the subject issuer failed to comply with the 
reporting provisions of the Exchange Act resulting 

in the lack of current and accurate information avail- 
able to the public. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all 
other currently available information and any informa- 
tion subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the Ex- 
change Act, at the termination of the suspension, no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he 
should not enter any quotation but immediately con- 
tact the staff of the Securities and Exchange Commis- 
sion, Division:of Enforcement in Washington, D. C. 

If any broker or dealer is uncertain as to what is re- 
quired by Rule 15c2-11, he should refrain from en- 
tering quotations relating to the securities in question 
until such time as he has familiarized himself with 





said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quota- 
tion which is in violation of said rule, the Commis- 
sion will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12033/January 22, 1976 


Admin. Proc. File No. 3-4243 
in the Matter of 


CHARLES PLOHN & CO., et al. 
(82765) 


ORDER IMPOSING REMEDIAL SANCTIONS 


in these broker-dealer proceedings under the Securi- 


ties Exchange Act of 1934 (“Exchange Act”’), 
Charles Plohn & Co. (“‘Registrant’’), a registered 
broker-dealer, without admitting or denying the 
allegations in the order for proceedings, has sub- 
mitted an offer of settlement which the Commis- 
sion has determined to accept. 


On the basis of the order for proceedings and the 
offer of settlement, it is found that |Registrant 
willfully violated Sections 8(c) and /15(c)(2) of 
the Exchange Act and Rules 8c-1 and 15c2-1 
thereunder, willfully violated and willfully 

aided and abetted violations of Section 10(b) 

of the Exchange Act and Rule 10b-5 thereunder 
and failed to supervise, with a view to prevent- 
ing the violations discussed above, persons under 
their supervision when the violations took place, 
and that it is in the public interest to impose the 
sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registra- 
tion as a broker-dealer of Plohn & Co. be, and 
hereby is, revoked. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any 
other respondent. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12034/January 22, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NEW YORK STOCK EXCHANGE, INC. 


(SR-NYSE-76-3) 


The New York Stock Exchange, Inc. (“NYSE”) sub- 
mitted on January 19, 1976, proposed rule changes 
under Rule 19b-4 to define and limit the responsibility 
of the NYSE to regulate the activities of associated 
persons other than broker-dealers and employees. The 
proposed rule changes include a proposed new Rule 
335, relating to the approval of associated persons, 
amendment of Rule 311, relating to formation of or 
admission to member organizations, amendment of 
Rule 2, relating to membership definitions, amendment 
of Article | of the NYSE Constitution, relating to the 
definition of “approved person,” and amendment of 
certain sections of Article |X of the Constitution, 
relating to membership. 


Publication of the submission is expected to be made 
in the Federal Register during the week of January 26, 
1976. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rules change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions should 
file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Refer- 
ence should be made to File No. SR-NYSE-76-3. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N. W., Washington, D. C. Copies of 
the filing will also be available at the principal office 
of the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12035/January 22, 1976 


In the Matter of 


APPLICATIONS FOR REGISTRATION AS SECURI- 
TIES INFORMATION PROCESSORS 
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By 
CONSOLIDATED TAPE ASSOCIATION (“CTA”) 


OPTIONS PRICE REPORTING AUTHORITY 
(“OPRA”) 


SECURITIES INDUSTRY AUTOMATION 
CORPORATION (“SIAC”) 


ORDER GRANTING REGISTRATIONS AS SECUR- 
ITIES INFORMATION PROCESSORS 


Section 11A(b)(1) of the Securities Exchange Act of 
1934 (the “‘Act’’) provides that “‘it shall be unlawful 
for any securities information processor unless re- 
gistered in accordance with this subsection, directly 
or indirectly, to make use of the mails or any means 
or instrumentality of interstate commerce to perform 
the functions of a securities information processor.” 1/ 
CTA, OPRA and SIAC are securities information pro- 
cessors within the definition of Section 3(a)(22)(A) 
of the Act and exclusive processors within the defini- 
tion of Section 3(a)(22)(B) of the Act. 2/ CTA, 
OPRA and SIAC have each filed, pursuant to Section 
11A(b)(2) and Rule 11Ab2-1 thereunder, applications 
for registration as securities information processors 
and the Commission has published notice of, and pro- 
vided an opportunity for comment upon, those appli- 
cations. 3/ On November 26, 1975 the Commission 
issued an order granting these applicants a temporary 
exemption from registration through January 22, 
1976 and extending the comment period upon their 
applications until December 22, 1975. 4/ 


The Commission has examined the information and 
documents contained in each of the applicants’ 
filings with regard to performance capability, stand- 
ards and procedures for the collection, processing, 
distribution and publication of information with 
respect to quotations for, and transactions in, se- 
curities, personnel qualifications, financial condi- 
tion, and such other matters as the Commission has 
determined to be germane to the provisions of the 
Act and the rules and regulations thereunder, or 
necessary or appropriate in furtherance of the pur- 
poses of Section 11A. In addition, the Commission 
has reviewed all public comment letters which have 
been submitted concerning these applications. 


The Commission finds that, with respect to each of 
the specified functions as to which an application 
for registration has been submitted, each of the 
securities information processors named herein is 
so organized, and has the capacity, to be able to 
assure the prompt, accurate, and reliable perform- - 
ance of those functions as a securities information 
processor, comply with the provisions of the Act 
and the rules and regulations thereunder, carry 

out those functions in a manner consistent with 
the purposes of Section 11A and, insofar as it is 
acting as an exclusive processor, operate fairly 

and efficiently. 
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IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 11A(b)(3) of the Act, that the applications 

of CTA, OPRA and SIAC for registration as securi- 
ties information processors be, and hereby are, 
granted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ 15 U.S.C. §78k-1(b)(1) (1975). 
2/ 15 U.S.C. §78c(a)(22)(A,B) (1975). 


3/ The CTA application was filed on October 29, 
1975 and comments were requested in Release No. 
34-11779 (October 30, 1975), 40 FR 51700 
(November 6, 1975), 8 SEC Docket 297 (November 
11, 1975); OPRA filed on November 12, 1975 and 
comments were requested in Release No. 34-11823 
(November 13, 1975), 40 FR 54317 (November 21, 
1975), 8 SEC Docket 414 (November 25, 1975); 
and SIAC filed on October 20, 1975 and comments 
were requested in Release No. 34-11756 (October 
21, 1975), 40 FR 50579 (October 30, 1975), 8 SEC 
Docket 202 (November 5, 1975). 


4/ Release No. 34-11874 (November 26, 1975), 
40 FR 56987 (December 5, 1975), 8 SEC Docket 
538 (December 9, 1975). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12036/January 22, 1976 


In the Matter of 


APPLICATIONS FOR EXEMPTION FROM REGIS- 
TRATION AS SECURITIES INFORMATION PRO- 
CESSORS 


By 
BUNKER RAMO CORPORATION (“Bunker Ramo”) 


P.C. SERVICE CORP. (“PCSC”) 
QUOTRON SYSTEMS, INC. (“Quotron”) 


ORDER GRANTING EXEMPTIONS FROM REGIS- 
TRATION 


Section 11A(b)(1) of the Securities Exchange Act of 
1934 (the “Act’’) provides that “‘it shall be unlawful 





for any securities information processor unless re- 
gistered in accordance with this subsection, direct- 
ly or indirectly to make use of the mails or any 
means or instrumentality of interstate commerce 
to perform the functions of a securities information 
processor.” 1/ Bunker Ramo, PCSC and Quotron 
each are securities information processors within 
the definition of Section 3(a)(22)A of the Act and 
also exclusive processors within the definition of 
Section 3(a)(22)(B) of the Act. 2/ Section 11A 
(b)(1) provides that “the Commission, by rule or 
order, upon its own motion or upon application, 
may conditionally or unconditionally exempt any 
securities information processor ... from any pro- 
vision of this section or the rules or regulations 
thereunder, if the Commission finds that such 
exemption is consistent with the public interest, 
the protection of investors, and the purposes of 
this section, including maintenance of fair and 
orderly markets in securities and the removal of 
impediments to and perfection of the mechanism 
of a national market system.” 3/ 


Bunker Ramo, PCSC and Quotron each have 
applied for an exemption from the registration 
requirement of Section 11A(b)(1) and the Com- 
mission has published notice of, and provided 

an opportunity for comment upon, those appli- 
cations. 4/ On November 26, 1975 the Commis- 
sion issued an order granting these applicants a 
temporary exemption from registration through 
January 22, 1976 and extending the comment 
period upon their applications until December 
22, 1975. 5/ The Commission now finds, con- 
sistent with the provisions of Section 11A(b)(1) 
and upon the terms and conditions stated herein, 
that it is appropriate to grant exemptions to these 
applicants. 


Bunker Ramo Corporation 


Bunker Ramo is a securities information processor 
engaged on an exclusive basis on behalf of the 
National Association of Securities Dealers 
(“NASD”), a registered securities association, in 
collecting, processing and preparing quotations 
for distribution or publication on NASDAQ, a 
system designed, developed, owned and oper- 

ated by Bunker Ramo, It is understood that on 

or about February 7, 1976 an arrangement is 

to be concluded between the NASD and Bunker 
Ramo regarding NASDAQ whereby Bunker Ramo 
will sell to the NASD all of the equipment and 
programs it uses in performing its present services 
for the NASD. Bunker Ramo states that, subse- 
quent to that sale, it will not own the equipment, 
contract with subscribers, 6/ make managerial 
decisions as to securities listed or eligible sub- 
scribers, nor retain revenue from the system, 

but will only be engaged contractually by the 
NASD to provide technical assistance necessary 
to permit NASD to operate the system effec- 
tively and efficiently. 


While the functions presently performed by Bunker 
Ramo would require registration, the Commission 
finds that in view of the imperiding sale it is not 
necessary or appropriate to require Bunker Ramo 
to register for the time remaining before such sale 

is consummated. After the sale to NASD, Bunker 
Ramo, as a contractual party engaged to assist the 
NASD in the performance of its securities informa- 
tion processing functions, may be considered to be 
continuing to perform functions which define it as 
an exclusive processor. In the absence ot any owner- 
ship, control, or decision-making authority by Bunk- 
er Ramo, however, the Commission does not believe 
registration of Bunker Ramo would achieve any 
statutory purpose which cannot also be met by im- 
posing minimal conditions upon an exemption of 
Bunker Ramo from the registration requirement. 
To implement the statutory purposes of Section 
11A(b), the grant of Bunker Ramo’s exemption 
subsequent to the sale described herein is condi- 
tional upon Bunker Ramo’s compliance with the 
provisions of Section 17(b) of the Act as applicable 
to registered securities information processors and 
insofar as Bunker Ramo maintains records which 
relate to the performance of exclusive processing 
functions on behalf of the NASD. 


Accordingly, the Commission finds that the contin- 
uance of its November 26, 1975 Order with respect 
to Bunker Ramo from January 22, 1976 through the 
date of sale, but not to exceed April 1, 1976, and 
the exemption upon the conditions stated herein are 
consistent with the public interest, the protection of 
investors, and the purposes of Section 11A, including 
the maintenance of fair and orderly markets in secur- 
ities and the removal of impediments to and perfec- 
tion of the mechanism of a national market system. 


P. C. Service Corp. 


PCSC is a wholly-owned subsidiary of the Pacific 
Stock Exchange, Incorporated (“PSE’’) and is a 
securities information processor which, among 
other things, engages on an exicusive basis on behalf 
of the PSE, a national securities exchange, in process- 
ing and preparing for distribution or publication in- 
formation with respect to transactions effected on 
the PSE. PCSC and PSE have stated that there are 
no present plans for involvement by PCSC in the 
PSE tape or in collecting, processing, or transmitting 
PSE quotes. 


We have determined that PCSC should, and both 
PCSC and PSE have agreed that they will, be 
governed by the requirements of Section 11A(b)(5) 
(A) and any rules adopted thereunder with respect 
to notice of prohibitions or limitations of access to 
services, to file such reports as may be required of 
registered securities information processors under 
Section 17(a)(1) or any rule thereunder, and to per- 
mit inspection of its records under Section 17(b) of 
the Act. 
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In view of the de minimus activities of PCSC as an 
exclusive processor, and upon the condition that 
these agreements and undertakings are observed 
by PSE and PCSC, the Commission finds that no 
additional regulatory purpose would be achieved 
by requiring PCSC to register. The Commission 
also finds that an exemption upon the conditions 
stated herein would be consistent with the public 
interest, the protection of investors, and the pur- 
poses of Section 11A, inciuding the maintenance 
of fair and orderly markets in securities and the 
removal of impediments to and perfection of the 
mechanism of a national market system. 


Quotron Systems, Inc. 


Quotron is a publicly-owned company which, among 
other things, performs the functions of a securities 
information processor on an exclusive basis on behalf 
of the Chicago Board Options Exchange, Midwest 
Stock Exchange, and Boston Stock Exchange and pro- 
Poses to perform such functions on an exclusive basis 
on behalf of the Pacific Stock Exchange. Quotron 
performs the functions defined in Section 3(a)(22) 
by designing, developing, and maintaining systems 
for the collection, processing, and preparation for 
distribution or publication of information with 
respect to transactions or quotations on such ex- 
changes and which are provided to the above-named 
national securities exchanges by means of service 
contracts or otherwise. 


We have determined that Quotron should, and Quo- 
tron agrees that it will, as a condition of an exemp- 
tion, undertake to comply with the notice require- 
ments of Section 11A(b)(5)(A) and any rule adopted 
thereunder with respect to notice of prohibitions or 
limitations of access to services, to file such reports 
as may be required of registered securities informa- 
tion processors under Section 17(a)(1) or any rule 
thereunder, and to permit inspection of its records 
under Section 17(b) of the Act. 7/ Upon the con- 
dition that these agreements and undertakings are 
observed by Quotron, the Commission finds that 
no additional regulatory purpose would be achieved 
by registration of Quotron and that an exemption 
upon the conditions stated herein would be con- 
sistent with the public interest, the protection of in- 
vestors, and the purposes of this section, including 
the maintenance of fair and orderly markets in se- 
curities and the removal of impediments to and 
perfection of the mechanism of a national market 
system. 8/ 


ACCORDINGLY, IT IS ORDERED pursuant to 
Section 11A(b)(1) of the Act that, with respect to - 
Bunker Ramo, the Order Granting Temporary 
Exemption dated November 26, 1975 be and here- 
by is continued until Bunker Ramo consummates 
the sale of the NASDAO system to the NASD or 
until April 1, 1976, whichever shall first occur. 


IT 1S FURTHER ORDERED, pursuant to Section 
11A(b)(1) of the Act, and upon the conditions 
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stated herein, that PCSC and Quotron, effective 
immediately, and Bunker Ramo, effective upon 
consummation of the sale of NASDAQ to the 
NASD, are hereby granted exemptions from regis- 
tration as securities information processors. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ 15 U.S.C. §78 k-1(b)(1) (1975). 

2/ 15 U.S.C. §78 c(a)(22)(A) and (B) (1975). 
Section 11A(b)(1) of the Act (15 U.S.C. §78 
k-1(b)(1) provides that ‘‘a securities information 
processor not acting as [an] exclusive processor 
... is exempt from the requirement to register in 
accordance with this subsection unless the Com- 
mission, by rule, or order, finds that the registra- 
tion of such securities information processor is 
necessary Or appropriate in the public interest, 
for the protection of investors, or for the achieve- 
ment of the purposes of this section.” The Com- 
mission has not made such findings and thus only 
those securities information processors which are 
also exclusive processors are required to register 
or seek an exemption from registration. 


3/ 15 U.S.C. §78 k-1(b)(1) (1975). 


4/ Bunker Ramo filed its application for exemption 
on October 23, 1975; PCSC filed on October 20, 
1975; and Quotron filed on October 24, 1975. 

The Commission published notice of the applica- 
tions and requested comments thereon by Release 
No. 34-11772 (October 29, 1975), 40 FR 51514 
(November 5, 1975), 8 SEC Docket 414 (Novem- 
ber 25, 1975). 


5/ Release No. 34-11874 (November 26, 1975), 
40 FR 56987 (December 5, 1975), 8 SEC Docket 
538 (December 9, 1975). 


6/ Bunker Ramo will continue to contract with 
Level 1 subscribers which receive representative 
bid-ask information from Bunker Ramo in its 
capacity as a vendor. 


7/ Each of the exempted exclusive processors, of 
course, retains the right to seek an exemption from 
any future reporting, inspection, or other require- 
ment to which it may have consented to be bound 
as a condition of its initial, or any subsequent, ex- 
emption. 


8/ These exemptions are granted upon the Commis- 
sion’s understanding of the functions performed by 
each of the applicants on an exclusive basis at the 
time of its application. The Commission, pursuant 
to Section 11A(b)(1), has authority to amend or 
withdraw the exemptions when and if necessary or 
appropriate. Accordingly, notice of any material 





changes in, or additions to, functions performed on 
an exclusive basis by any applicant should be pro- 
yided to the Commission in a timely manner. 
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PUBLIC UTILITY HOLDING COMPANY OF 1935 
Release No. 19346/January 16, 1976 


in the Matter of 


NORTHEAST UTILITIES 
Hartford, Connecticut 


THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
NORTHEAST NUCLEAR ENERGY COMPANY 
(70-5734) 


SUPPLEMENTAL ORDER REGARDING FINAN- 
CING OF NUCLEAR FUEL CORES AND RELATED 
TRANSACTIONS 


Northeast Utilities (‘Northeast’), a registered holding 
company; The Connecticut Light and Power Company, 
The Hartford Electric Light Company, and Western 
Massachusetts Electric Company, public-utility subsi- 
diary companies of Northeast; and Northeast Nuclear 
Energy Company (“NNEC”), a subsidiary company 

of Northeast formerly known as The Millstone Point 
Company, have filed with this Commission a post- 
effective amendment to the application-declaration 

in this proceeding pursuant to Sections 6(a) and 7 

of the Public Utility Holding Company Act of 1935 
(“Act”) regarding the following proposed transaction. 


By order in this proceeding dated October 21, 1975 
(HCAR No. 19218), the Commission, among other 
things, authorized NNEC to issue and sell to The 
Aetna Casualty and Surety Company (‘‘Aetna’’) 

and to The Travelers Indemnity Company (‘‘Travel- 
ers”), an aggregate of $20,000,000 principal amount 
of its 11-1/4% Secured Notes, Series B, due December 
1, 1982. 


The post-effective amendment states that, due to the 
failure of NNEC to meet certain closing conditions, 
Aetna declined to proceed with its purchase of 
$10,000,000 of the $20,000,000 principal amount 


of the notes. Travelers agreed to purchase its commit- 
ment of $10,000,000 of notes, and the closing on the 
Travelers’ purchase was effected on October 29, 1975. 


It is now proposed that NNEC sell the remaining 
$10,000,000 of notes to John Hancock Mutual Life 
Insurance Company on substantially the same terms 
and conditions that the first $10,000,000 of notes 
were sold to Travelers. In all other respects the pro- 
posed transactions remain unchanged. 


The Connecticut Public Utilities Control Authority 
has approved the proposed transactions. No other 
State commission and no Federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application-declaration, as now 
amended, be granted and permitted to become effec- 
tive: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as now amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification there- 
under with respect to the nuclear fuel financing is 
extended so as to allow filing on a quarterly basis. 


IT iS FURTHER ORDERED that jurisdiction be, 

and it hereby is, reserved over the proposal to increase 
NNEC’s overall rate of return on total capitalization 
to in excess of 10% per annum. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19347/January 16, 1976 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-5789) 
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NOTICE OF PROPOSED ISSUANCE AND SALE 
OF CUMULATIVE PREFERRED STOCK AT 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Pennsylvania Elec- 
tric Company (‘‘Penelec”’), an electric utility subsidi- 
ary company of General Public Utilties Corporation 
(“GPU”), a registered holding company, has filed an 
application-declaration with this Commission, pur- 
suant to the Public Utility Holding Company Act 

of 1935 (“Act”), designating Sections 6(a), 6(b) 

and 7 of the Act and Rule 50 promulgated there- 
under as applicable to the proposed transaction. 

All interested persons are referred to the application- 
declaration, which is summarized below for a com- 
plete statement of the proposed transaction. 


Penelec proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the 
Act, up to 1,400,000 shares of its Cumulative Pre- 
ferred Stock, % Series L (the ““New Preferred 
Stock’), subject to the receipt of certain sharehold- 
er approvals which are currently being sought. Terms 
of the New Preferred Stock provide that Penelec shall 
notify prospective bidders, not later than 72 hours 
prior to the time for receiving bids, of whether the 
New Preferred Stock will include a mandatory re- 
demption provision, commencing not later than 
March 1, 1981, to retire annually on March 1 each 
year, commencing in the year specified in Penelec’s 
notice, 5% the number of shares of the New Prefer- 
red Stock that are originally issued at $25 per share. 
All such shares are to be retired within 20 years 
from the date of commencement of the required 
redemption, if any. Terms of the New Preferred 
Stock will also provide that Penelec shall not re- 
fund the New Preferred Stock by the issuance of 
either new debt securities at a lower interest cost 

or other preferred stock at a lower dividend cost 
within five years of the issuance of the New Pre- 
ferred Stock. 


The dividend rate and optional redemption prices 
of the New Preferred Stock will be determined by 
competitive bidding. The bidding procedure will 
require that (1) the price per share (and the price 
at which each share shall be initially re-offered by 
the underwriters to the public) shall be $25, which 
is the par value of the New Preferred Stock, (2) the 
dividend rate for the New Preferred Stock be speci- 
fied in such bids and be a multiple of 1/25th of 1%, 
and (3) the underwriting commission per share to be 
paid by Penelec to the successful bidders be speci- 
fied in the bids. The bidding procedure will not es- 
tablish a minimum or maximum dividend rate or 
commission within which bids may be considered. 


The proceeds to be realized from the sale of the 
New Preferred Stock will be used for the payment 
of all of Penelec’s short-term bank loans expected 
to be outstanding at the date of sale and to reim- 
burse Penelec’s treasury for funds previously ex- 
pended therefrom for construction purposes. Pen- 
elec expects to have approximately $18,000,000 
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of bank loans outstanding immediately prior to the 
date of sale of the New Preferred Stock. The pre- 
sently estimated cost of Penelec’s 1976 construc- 
tion program is approximately $135,000,000 (in- 
cluding allowance for funds used during construc- 
tion). 


Fees and expenses to be incurred by Penelec in con- 
nection with the issue and sale of the New Preferred 
Stock are estimated at $135,000, including legal 
fees of $34,000. The fees and expenses of counsel 
for the underwriters, to be paid by the successful 
bidders, will be supplied by amendment. It is stated 
that the Pennsylvania Public Utility Commission 
has jurisdiction over the proposed issuance and sale 
of the New Preferred Stock by Penelec and that 

no other state commission and no federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 11, 1976, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by such application-declaration which he desires to 
controvert, or he may request that he be notified if 
the Commission should order a-hearing thereon. Any 
such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served 
is located more than 500 miles from the point of 
mailing) upon the applicant-declarant at the above 
stated address, and proof of service (by affidavit or, 
in the case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the application-declaration, as filed or as it 
may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 


the hearing (if ordered) and any postponements there- 


of. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 19348/January 16, 1976 





In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


(70-4549) 


ORDER AUTHORIZING PROPOSED CHANGE IN 
TERMS OF LOAN TO UNAFFILIATED COAL 
COMPANY 


Pennsylvania Electric Company (*‘Penelec’’), an 
electric utility subsidiary company of General 
Public Utilities Corporation, a registered holding 
company, has filed with this Commission post- 
effective amendments to the application, as pre- 
viously amended, filed in this proceeding pursu- 
ant to Sections 9(a) and 10 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding 
the following proposed transactions. 


In prior orders in this proceeding, Penelec has 

been authorized, among other things, to acquire 
through March 31, 1977, promissory notes to be 
issued by two unaffiliated mining companies, the 
Helen Mining Company (‘‘Helen’’) and Helvetia 
Coal Company, which are engaged in development 
of coal mines for the Homer City Generating Sta- 
tion (“Homer Station’). Penelec owns a 50% inter- 
est in the Homer station; the other 50% interest is 
owned by New York State Electric & Gas Corpor- 
ation (“NYSEG”), a utility unaffiliated with Pen- 
elec. The most recent of such orders was issued on 
June 18, 1975 (HCAR No. 19052, 7 SEC Docket 
213). 


Penelec has been authorized to loan up to $7,750,- 
000 to Helen for the purpose of developing Helen’s 
Mines. It is stated that Penelec and NYSEG have 
actually loaned a total of $13,500,000 to Helen, of 
which Penelec’s share is $6,750,000. 


Penelec’s loans to Helen are secured by a mort- 

gage (“‘mortgage”’) on Helen’s property, including 
coal held by Helen under a lease (“lease’’) from 
Helen’s parent, the North American Coal Corpora- 
tion (“Nacco”’). Nacco represented in the lease that 
the leased property contained 83,000,000 net tons 
of recoverable coal, of which 62,000,000 tons were 
to remain available to Helen and the Homer Station 
owners under a coal sales agreement (“CSA”). The 
remaining 21,000,000 net tons were to be dedi- 
cated to Homer Station if Penelec and NYSEG had 
given notice to Helen that a third unit was to be 
constructed at Homer Station. Although the third 
unit is under construction, it is stated that the 
required notice was not given to Helen and that 
Penelec and NYSEG plan to meet the require- 
ments of the third unit from other sources. 


Since the required notice was not given with 
respect to the 21,000,000 tons of coal, Penelec 
and NYSEG now only have a right to first re- 
fusal for that coal. If this right of first refusal 


is not exercised, the 21,000,000 tons is to be re- 
leased from the lease and the mortgage lien. 


It is stated that in September 1975, Penelec, 

NYSEG and Helen reached an agreement to amend 
the CSA by instituting a bonus program whereby 
Helen would be encouraged to increase its coal pro- 
duction while minimizing costs. In connection with 
the proposed amendment to the CSA, Helen requested 
that 21,100,000 tons be released from the lease and 
mortgage, subject to a right of first refusal in Penelec 
and NYSEG. The proposed amendment also permits 
the release of an additional 21,000,000 tons from the 
lease and the mortgage if Penelec and NYSEG do not 
exercise a right of first refusal to obtain the coal 
within a reasonable time after the opportunity to 
exercise the right arises. 


It is projected that the requirements from Helen mine 
for the remaining 24 years of the CSA will be approxi- 
mately 1,000,000 tons annually. It is stated that even 
if the aforesaid 42,100,000 tons are released from the 
provisions of the lease and the CSA, the remaining re- 
serves in the Helen mine (approximately 40,900,000 
tons) would far exceed the presently projected require- 
ments from the mine under the CSA. 


It is stated that in consideration for the bonus plan 
and the release of the aforesaid tonnages, Helen has 
agreed to a $15,500,000 ceiling on loans that it can 
require from Penelec or NYSEG, without their prior 
written consent for the development of the mine (with 
some exceptions) and to a 40% reduction of the mini- 
mum royalty provision of the lease, which royalty is 
charged to Penelec and NYSEG by Helen under the 
CSA. Penelec and NYSEG also state that even after 
the release of the 42,100,000 tons from the mortgage 
lien, the loans to Helen will be adequately secured. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. Fees and expenses to be incurred in connec- 
tion with the proposed transaction consist of legal fees 
in the amount of $18,500. 


Due notice of the filing of said post-effective amend- 
ments to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 19269), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the interest 
of investors and consumers that said application, as fur- 
ther amended by said post-effective amendments, be 
granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as further amended by said post-effective amendments, 
be, and it hereby is, granted forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19349/January 19, 1975 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bow! Road 
Morristown, New Jersey 07960 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 


(70-4397) 


NOTICE OF PROPOSED CHANGES IN TERMS OF 
GUARANTEES OF LOANS TO UNAFFILIATED 
COAL SUPPLIER 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (“JCP&L”), an electric utility sub- 
sidiary company of General Public Utilities Corporation, 
a registered holding company, and Delmarva Power & 
Light Company (“Delmarva”), a combination gas and 
electric utility company and a registered holding com- 
pany, have filed post-effective amendments to their 
declaration previously filed with this Commission pur- 
suant to the Public Utility Holding Company Act of 
1935 (““Act’’), designating Sections 6(a) and 7 of the 
Act as applicable to the proposed transaction. All in- 
terested persons are referred to the declaration, as 
further amended by said post-effective amendment, 

for a complete statement of the proposed transactions. 


JCP&L and Delmarva own, as tenants in common, with 
five other nonassociated utility companies, an electric 
generating station known as the Keystone Steam Elec- 
tric Station (‘Keystone’), which is located in the vi- 
cinity of Johnstown, Pennsylvania. The owners each 
have an interest, proportionate to their ownership, 

in the electric energy output of Keystone. Keystone 
is adjacent to certain coal lands of Rochesier & Pitts- 
burgh Coal Company (‘“R&P*’) an nonaffiliated com- 
pany, which is the principal supplier of Keystone’s 
coal requirements. ‘ 


By Commission orders dated August 1, 1966, April 
19, 1972 and December 29, 1972 (HCAR Nos. 15533, 
17548 and 17835), JCP&L and Delmarva were auth- 
orized to guarantee a portion of certain borrowings 

to be made by R&P. R&P was to use the proceeds of 
these loans in order to finance the operation and 
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development of the coal mines dedicated to supplying 
coal to Keystone. These borrowings are secured by a 
mortgage from R&P to Manufacturers Hanover Trust 
Company dated as of July 29, 1966 (‘‘mortgage”’). 


By order dated November 18, 1975 (HCAR No. 19247), 
declarants were authorized to make certain changes in 
the terms of the loan guarantees in connection with 

the execution by R&P of a lease (“lease”) of coal mining 
equipment from General Electric Credit Corporation 
(““GECC”’). The November 18, 1975, order authorized, 
among other things, an agreement by the declarants 
that if R&P should fail tormake rental payments under 
the lease, that the Keystone owners will pay directly 

to GECC amounts due to R&P as a “cost of produc- 
tion” under the Keystone Coal Sales Agreement. Ren- 
tal payments under the lease were to be based in part 
on the prime lending rate. 


It is now proposed to change the calculation of the 
rental payments so that the payments will be computed 
on a minimum prime lending rate of not less than 7%% 
per annum and a maximum prime of 10% per annum. 


It is further stated that the lien of the mortgage covers 
substantially all of R&P’s coal properties, including 
properties devoted or designated to supply coal to 
Keystone (“Keystone properties”) and most of R&P’s 
other coal properties (‘‘commercial properties’). R&P 
has informed the Keystone owners that the mortgage 
lien on the commercial properties has interfered with 
R&P’s ability to open and develop new coal mines for 
sale to others. R&P has accordingly requested that the 
Keystone owners consent to the execution by the 
Trustees under the mortgage of a release of the com- 
mercial properties from the mortgage lien. 


Delcarants request authorization to give the consent 
requested by R&P to release the commercial properties 
from the mortgage lien. Declarants state they believe 
that the borrowings secured by the mortgage will be 
adequately secured by the lien on the Keystone proper- 
ties. 


It is stated that the Board of Public Utility Commission- 
ers of the State of New Jersey has jurisdiction over the 
proposed transaction with respect to JCP&L and two 
other Keystone owners and that no other state commis- 
sion and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 
Fees and expenses to be incurred in connection with 
the proposed transaction consist of legal fees of $3,500. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than February 12, 1976, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration, 
as further amended by said post-effective amendments, 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 





is located more than 500 miles from the point of mail- 
ing) upon the declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date, the declara- 
tion, as further amended by said post-effective amend- 
ments, or as it may be further amended, may be per- 
mitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant. exemption from 
such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19350/January 19, 1976 


in the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5779) 


ORDER AUTHORIZING TRANSACTIONS RELATED 
TO FINANCING OF POLLUTION CONTROL FACIL- 
ITIES 


Alabama Power Company (“Alabama”), an electric 
utility subsidiary company of The Southern Com- 
pany, a registered holding company, has filed an 
application and amendments thereto with this Com- 
mission pursuant to Sections 6(b), 9(a), and 10 of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a)(5) promulgated thereunder 
regarding the following proposed transactions. 


Alabama states that in order to comply with pre- 
scribed air and water quality control standards of 
the State of Alabama, it has been and will be 
necessary to construct certain pollution control 
facilities. The filing relates to Alabama’s proposal 
for its disposition and acquisition and the finan- 
cing of its 60% undivided interest in pollution con- 
trol facilities for use in connection with the Greene 
County Steam Plant (“Eutaw Project”) and to the 
completion of transactions consummated pursuant 
to authority of this Commission (HCAR Nos. 
18269 and 18289 dated January 30, 1974, and 


February 22, 1974, respectively) in respect of cer- 
tain pollution control facilities at Alabama’s Unit 
No. 5 at the Ernest C. Gaston Steam Plant (‘Wil- 
sonville Project’), located near the Town of Wilson- 
ville, Alabama. It is intended that the Industrial 
Development Board of the City of Eutaw and of 
the Town of Wilsonville will issue their respective 
pollution control revenue bonds for the purpose of 
paying the costs of constructing and equipping 
pollution control facilities at said plants. 


Alabama proposes to enter into an Installment Sale 
Agreement (“Eutaw Agreement’’) with the Eutaw 
Board which will provide for the acquisition, con- 
struction, installation, and equipping of the Eutaw 
Project by the Eutaw Board and the issuance by the 
Eutaw Board of Revenue Bonds in aggregate princi- 
pal amount presently estimated not to exceed $11,- 
000,000 to cover a portion of the Cost of Construc- 
tion (as defined in the Eutaw Agreement) of the 
Eutaw Project. The proceeds of the sale of the Eu- 
taw Revenue Bonds will be deposited by the Eutaw 
Board with the Trustee (“‘Eutaw Trustee’”’) under 

an indenture to be entered into between the Eutaw 
Board and such Trustee (““Eutaw Indenture”) pur- 
suant to which the Eutaw Revenue Bonds are to be 
issued and secured. Such proceeds, other than 
accrued interest, will be applied to payment of the 
Cost of Construction of the Eutaw Project. The 
Eutaw Agreement also will provide for the sale of 
the Eutaw Project to Alabama, the payment by Ala- 
bama of the purchase price of the Eutaw Project in 
semi-annual installments over a term of years, and 
the assignment to the Trustee of the Eutaw Board's 
interest in, and of the moneys receivable by the 
Eutaw Board under, the Eutaw Agreement. The 
Eutaw Agreement will provide that the purchase 
price of the Eutaw Project payable by Alabama will 
be such amount, including interest thereon, as shall 
be sufficient (together with other moneys held by 
the Trustee under the Eutaw Indenture for that pur- 
pose) to pay the principal of and interest on the Eu- 
taw Revenue Bonds as the same become due and pay- 
able. The Eutaw Agreement will also obligate Ala- 
bama to pay the fees and charges of the Trustee. The 
Eutaw Agreement will provide (a) that Alabama may 
at any time prepay the purchase price, including in- 
terest thereon, of the Eutaw Project, in whole or in 
part, such payment to be sufficient to redeem or pur- 
chase the outstanding Eutaw Revenue Bonds in the 
manner and to the extent provided in the Eutaw In- 
denture, including applicable premiums which will 
be 3% of the principal amount in the eleventh year 
and which will reduce by 1/2 of 1% each year there- 
after and (b) that Alabama may prepay the purchase 
price of the Eutaw Project, including interest thereon, 
in whole at the option of Alabama without premium 
in certain situations. The Eutaw Revenue Bonds will 
mature in 30 years and will be entitled to the benefit 
of serial maturities and/or a mandatory redemption 
sinking fund calculated to retire not less than 25% 
of the aggregate principal amount of such bonds 
prior to maturity. 


Alabama also proposes to enter into an amendment 
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(“Wilsonville Amendment’’) to the Installment Sale 
Agreement dated as of February 1, 1974, between 
the Wilsonville Board and Alabama (“‘Wilsonville 
Agreement”) pursuant to which the Wilsonville 
Board purchased the then existing portions of the 
Wilsonville Project, undertook to complete its con- 
struction, and agreed to sell the completed Wilson- 
ville Project to Alabama for a purchase price pay- 
able in semi-annual installments over a term of 
years. The Wilsonville Board issued its pollution 
control revenue bonds (‘Wilsonville Original Bonds’’) 
in the aggregate principal amount of $19,600,000, 
then estimated to be sufficient to cover the Cost of 
Construction (as defined in the Wilsonville Agree- 
ment) of the Wilsonville Project. The proceeds of 
the sale of the Wilsonville Original Bonds were de- 
posited by the Wilsonville Board with the trustee 
(“Wilsonville Trustee’) under an indenture entered 
into between the Wilsonville Board and the Wilson- 
ville Trustee (“Wilsonville Indenture”) pursuant to 
which the Wilsonville Original Bonds were issued 
and secured. Such proceeds have been applied to 
payment of the Cost of Construction of the Wilson- 
ville Project. However, Alabama has determined 
that the total Cost of Construction of the Wilson- 
ville Project will exceed the proceeds of the Wil- 
sonville Original Bonds. Consequently, Alabama 
proposes to enter into the Wilsonville Amendment 
with the Wilsonville Board as required by the Wil- 
sonville Agreement to provide for additional pay- 
ments of purchase price for the Wilsonville Project 
sufficient (together with other moneys held by the 
Wilsonville Trustee under the Wilsonville Indenture) 
to pay the principal of and interest on up to $3,500,- 
000 of Wilsonville Revenue Bonds as they become 
due and payable. Alabama will have options to pre- 
pay the additional purchase price on the terms and 
as provided in the Wilsonville Agreement. The Wil- 
sonville Board and the Wilsonville Trustee will enter 
into a supplement (“Wilsonville Supplement’) to 
the Wilsonville Indenture pursuant to which the 
Wilsonville Revenue Bonds will be issued and se- 
cured. The Wilsonville Supplement will provide for 
redemption provisions for the Wilsonville Revenue 
Bonds comparable to those provided for the Wilson- 
ville Original Bonds. The Wilsonville Revenue Bonds 
will mature in not more than 30 years and will be 
entitled to the benefit of serial maturities and/or a 
mandatory redemption sinking fund calculated to 
retire not less than 25% of the aggregate principal 
amount of such bonds prior to maturity. 


In order to obtain the benefit of a rating for the 
Eutaw Revenue Bonds equivaient to the rating 
enjoyed by the first mortgage bonds outstanding 
under its Indenture dated as of January 1, 1942, 
between Alabama and Chemical Bank, as Trustee- 
(“Indenture Trustee’), as supplemented and 
amended (“Mortgage”’), which rating Alabama 
has been advised may be thus attained, Alabama 
proposes to obtain the authentication of a new 
series of such first mortgage bonds (““Eutaw 
Collateral Bonds”) under the Mortgage, as pro- 
posed to be supplemented by a further supple- 
mental indenture (““Eutaw Supplemental Inden- 
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ture’’). To secure its obligations under the Eutaw 
Agreement, Alabama proposes to deliver to the 
Eutaw Trustee to be held as collateral the Eutaw 
Collateral Bonds in principal amount (not to ex- 

ceed $11,000,000) equal to the principal amount 

of the Eutaw Revenue Bonds. The Eutaw Collateral 
Bonds will bear interest at a rate equal to the inter- 
est rate per annum to be borne by the Eutaw Revenue 
Bonds, will mature on the maturity date of the Eutaw 
Revenue Bonds, and will be notransferable by the Eu- 
taw Trustee. The Eutaw Supplemental Indenture will 
provide, however, that the obligation of Alabama to 
make payments with respect to the Eutaw Collateral 
Bonds will be satisfied to the extent that payments 
are made under the Eutaw Agreement sufficient to 
meet payments when due in respect of the Eutaw Re- 
venue Bonds. The Eutaw Supplemental Indenture will 
provide that upon acceleration by the Eutaw Trustee 

of the principal amount of all outstanding Eutaw Re- 
venue Bonds under the Eutaw Indenture, the Eutaw 
Trustee may demand the mandatory redemption of the 
Eutaw Collateral Bonds then held by it as collateral at 

a redemption price equal to the principal amount 

thereof plus accrued interest, if any, to the date fixed 

for redemption. The Eutaw Supplemental Indenture 

will also provide that upon the optional redemption 

of the Eutaw Revenue Bonds, in whole or in part, at 

any time after they have been outstanding for 10 years, 

an equal principal amount of the Eutaw Collateral 

Bonds will be redeemed at an initial premium of 3% 
declining by 1/2% every year. Because interest accrues 

in respect of the Eutaw Collateral Bonds until satisfied 

by payments under the Eutaw Agreement, “‘annual in- 
terest charges” in respect of the Eutaw Collateral Bonds 
will be included in computing the “interest earnings 
requirement” restricting the amount of first mortgage 
bonds which may be issued and sold to the public in 
relation to Alabama’s net earnings. 





in order to obtain the benefit of a rating for the Wilson- 
ville Revenue Bonds equivalent to the rating enjoyed 
by the first mortgage bonds outstanding under the 
Mortgage, Alabama also proposes to obtain the authen- 
tication of a new series of such first mortgage bonds 
(‘Wilsonville Collateral Bonds’’) under the Mortgage, 
as proposed to be supplemented by a further supple- 
mental indenture (“Wilsonville Supplemental Inden- 
ture”). To Further secure its obligations under the 
Wilsonville Agreement, including its additional obliga- 
tions to be incurred pursuant to the Wilsonville Amend- 
ment, Alabama proposes to deliver the Wilsonville 
Collateral Bonds (in principal amount, not to exceed 
$3,500,000, equal to the principal amount of the Wil- 
sonville Revenue Bonds to be issued by the Wilsonville 
Board) to the Wilsonville Trustee to be held as collater- 
al. The Wilsonville Indenture requires that the Wilson- 
ville Supplemental Indenture be of like tenor to the 
supplemental indenture providing for the collateral 
first mortgage bonds heretofore delivered to the Wil- 
sonville Trustee. Consequently, the Wilsonville 
Collateral Bonds will have, when, as and if interest 

is payable thereon, a stated interest rate equal to the 
interest rate per annum to be borne by the Wilsonville 
Revenue Bonds, will mature on the maturity date of 
such bonds, and will be nontransferable by the Wilson- 








ville Trustee. The Wilsonville Supplemental Indenture 
will provide, however, that until the Wilsonville 
Trustee shall have demanded mandatory redemption 
of the Wilsonville Collateral Bonds (as provided in 

the Wilsonville Indenture), no interest in respect of 
the Wilsonville Collateral Bonds shall accrue or be- 
come payable. 


So long as no interest accrues or becomes payable 

in respect of the Wilsonville Collateral Bonds, there 
will be no interest accrual on Alabama’s books or 
interest payments made by Alabama in respect of 
the Wilsonville Collateral Bonds. Consequently, Ala- 
bama and the Indenture Trustee agree that during 
such time there will be no “‘annual interest charges” 
in respect of the Wilsonville Collateral Bonds to be 
included in computing the “interest earnings require- 
ment” restricting the amount of first mortgage bonds 
which may be issued and sold to the public in rela- 
tion to Alabama’s net earnings. The Wilsonville In- 
denture provides that upon acceleration by the Wil- 
sonville Trustee of all revenue bonds outstanding 
under the Wilsonville Indenture, as amended, the 
Wilsonville Trustee may demand the mandatory 
redemption of all of Alabama’s collateral first mort- 
gage bonds then held by the Wilsonville Trustee as 
collateral at a redemption price equal to the princi- 
pal amount thereof plus accured interest, if any, to 
the date fixed for redemption. 


Each of the Collateral Bonds will be issued on the 
basis of unfunded net property additions. Each of 
the Indentures will provide that, upon deposit 

with the Trustee thereunder of funds sufficient 

to pay or redeem all or any part of the respective 
Revenue Bonds, or upon direction to the Trustee 
thereunder by Alabama to so apply funds avail- 

able therefor, or upon delivery of outstanding 
respective Revenue Bonds to the respective Trustee 
by or for the account of Alabama, the respective 
Trustee will be obligated to deliver to Alabama or 
for the account of Alabama, the respective Collater- 
al Bonds then held as collateral in an aggregate 
principal amount equal to the aggregate principal 
amount of the respective Revenue Bonds for the 
payment or redemption of which such funds have 
been deposited or applied or which shall have been 
so delivered. 


In order to comply with Alabama law, it will be 
necessary for Alabama to convey to the Eutaw Board 
the portion of the Eutaw Project as is now owned 

by Alabama (“Existing Facilities’’), subject to the 
Mortgage. Under the Eutaw Agreement, Alabama 
wil receive, out of the proceeds of the Eutaw Re- 
venue Bonds, an amount equal to Alabama’s ori- 
ginal cost for the Existing Facilities. The Existing 
Facilities will thereupon become a part of the 

Eutaw Project which is to be provided by the Eutaw 
Board and which Alabama proposes to purchase as 
provided in the Eutaw Agreement. Such conveyance 
with respect to the Wilsonville Project was made at 
the time the Wilsonville Original Bonds were issued 
and no further such conveyance is now necessary. 


It is contemplated that the Eutaw and Wilsonville 
Revenue Bonds will be sold by the Eutaw and Wil- 
sonville Boards pursuant to separate arrangements 
with a group of underwriters represented by Smith, 
Barney & Co., Incorporated. In accordance with the 
laws of the State of Alabama, the interest rate to 

be borne by the respective Revenue Bonds will be 
fixed by the respective Boards. Alabama will not be 
Party to the underwriting arrangements for such Re- 
venue Bonds. Bond Counsel will issue opinions that 
interest on such Revenue Bonds will be exempt from 
Federal income taxation. Alabama has been advised 
that the annual interest rates on obligations, the 
interest on which is tax exempt, historically have 
been and can be expected at the time of issue of the 
Revenue Bonds, to be 1-1/2% to 2-1/2% lower than 
the rates of obligations of like tenor and comparable 
quality, interest on which is fully subject to Federal 
income tax. 


Alabama has requested an exception from the com- 
petitive bidding requirements of Rule 50 inasmuch 
as the Collateral Bonds are to be issued and pledged 
solely to secure Alabama’s obligation to the respec- 
tive Boards and no public offering by Alabama of 
such Collateral Bonds is to be made. 


The issuance of collateral bonds and the incurring of 
the obligations under the respective Agreements by 
Alabama have been authorized by the Alabama Pub- 
lic Service Commission. No other State commission 
and no Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19315), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of invest- 
ors and consumers that said application, as amended, 
be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules, thereunder, that said application, 
as amended, be, and it hereby is, granted, effective 
forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


IT iS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved with respect to (i) the semi-annual 
installment payment obligations to be undertaken by 
Alabama pursuant to the above proposals and (ii) the 
interest rate to be borne by Alabama’s collateral bonds, 
insofar as the foregoing matters are affected by the 
effective interest rate or rates of the pollution control 
revenue bonds to be sold by the Boards in connection 
with the transactions proposed in this proceeding. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19351/January 19, 1976 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG RESEARCH COMPANY 
Pittsburgh, Pennsylvania 


(70-5705) 


ORDER APPROVING POST-EF FECTIVE AMEND- 
MENT EXTENDING AUTHORIZED TIME PERIOD 
FOR HOLDING COMPANY ’S ACQUISITION OF 
STOCK OF A SUBSIDIARY 


Conso:idated Natural Gas Company (“Consolidated”), 
a registered holding company, and its wholly-owned 
subsidiary, CNG Research Company (‘CNG Research”), 
have filed a post-effective amendment with this Com- 
mission pursuant to Sections 6, 7, 9, 10 and 12 of 

the Public Utility Holding Company Act of 1935 
(“Act’’) and Rules 43 and 45 promulgated there- 

under as applicable to the proposed transaction. 


On December 22, 1975 (HCAR No. 19307) the 
Commission issued an order authorizing Consoli- 
dated to (1) assign to CNG Research four proprie- 
tary research contracts which it had been funding, 
and (2) acquire for cash in 1975, 25,000 shares of 
CNG Research’s common stock, par value $100 

per share, for $2,500,000 and during each of the 
years 1976-1979, 6,000 such shares for $600,000. 
The proceeds of the sales are to be used by CNG 
Research to fund obligations under the proprie- 
tary contracts assigned to it by Consolidated. On 
December 30, 1975, Consolidated acquired 1,000 
shares of CNG Research’s common stock for $100,- 
000 to provide the latter with initial working capi- 
tal. On the same date Consolidated assigned the 
four proprietary research contracts to CNG Re- 
search. Of the shares which Consolidated had been 
authorized to acquire in 1975, 24,000 shares had 
not been acquired by December 31, 1975. Consol- 
idated and CNG Research propose that authorization 
for Consolidated to acquire such shares be extended 
to December 31, 1976. It is stated that this exten- 
sion, together with the 6,000 shares of common 
stock previously authorized for 1976, will provide 
CNG Research with up to $3,000,000 of financing 
to fund its proprietary contracts in 1976. At pre- 
sent, such obligations are estimated to be a mini- 
mum of $2,300,000. 
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The fees and expenses to be incurred in connec- 
tion with this transaction are estimated at $250. 
It is stated that no State commission and no 
Federal commission other than this Commission 
has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and 

that no adverse findings are necessary; and that 

it is appropriate in the public interest and in the 
interest of investors and consumers that said 
post-effective amendment be granted and permitted 
to become effective: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said post- 
effective amendment be, and it hereby is, granted 
and permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 193 


Release No. 19352/January 19, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5782) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Jersey Central 
Power & Light Company (“Jersey Central’), an elec- 
tric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, 
has filed an application with this Commission pursu- 
ant to the Public Utility Holding Company Act of 
1935 (““Act’’), designating Section 6(b) thereof and 
Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are re- 
ferred to the application, summarized below, for a 
complete statement of the proposed transaction. 


Jersey Central proposes to issue and sell, subject 
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to the competitive bidding requirements of Rule 
50 under the Act, up to $60,000,000 principal 
amount of additional First Mortgage Bonds 
(“Bonds”) which will mature no earlier than 
February 1, 1981, and no later than February 1, 
2006. Jersey Central states that it will notify pro- 
spective bidders of the date of maturity of the 
Bonds not later than 72 hours prior to the bid- 
ding. The price of the Bonds, (which will be not 
less than 98% but not greater than 101% of the 
principal amount, plus accrued interest from Feb- 
ruary 1, 1976) and their interest rate (which will 
be a multiple of 1/8 of 1%) will be determined 

by the competitive bidding. It is stated that the 
bidding procedure will not establish a minimum 
or maximum interest rate within which bids may 
be submitted. 


It is stated that the Bonds may be made subject 
to a mandatory redemption feature pursuant to 
which Jersey Central would be required to re- 
deem annually, beginning in 1983, up to 4% of 
the aggregate principal amount of the Bonds at 

a price equal to par plus accrued interest. Jersey 
Central proposes that it will notify prospective 
bidders not less than 72 hours prior to the bid- 
ding whether it has elected to be required to so 
redeem the Bonds. Jersey Central states that it has 
an aggregate amount of more than $130,000,000 
of outstanding bonds and debentures maturing 
during the period 1983 - 1986; accordingly, Jer- 
sey Central prefers that the maturity date of the 
Bonds be substantially after that period. Jersey 
Central states that if the maturity of the Bonds 

is greater than ten years, successful marketing of 
the Bonds would be facilitated by such redemp- 
tion feature. 


The Bonds will be issued under Jersey Central’s 
Indenture, dated March 1, 1946, to First National 
City Bank, Trustee, as heretofore supplemented 
and amended and as to be further supplemented 
and amended by a Twenty-ninth Supplemental 
Indenture to be executed in connection with this 
issuance. The terms of the Bonds prohibit Jersey 
Central from redeeming them prior to February 1, 
1981, if the moneys for such redemption are ob- 
tained by Jersey Central at a lower interest cost 
than the annual yield of the Bonds. It is stated 
that $34,500,000 of the principal amount of 

the Bonds will be issued against the retirement 

at maturity of a like principal amount of First 
Mortgage Bonds, 2-7/8% Series, due March 1, 
1976 (“1976 Series Bonds’’), and that the bal- 
ance of the Bonds will be issued against bond- 

able property additions. 


The proceeds realized from the sale of the Bonds 
will be applied to the payment at maturity of the 
1976 Series Bonds and to repay short-term in- 
debtedness or to defray construction costs. Jer- 
sey Central states that approximately $70,000,- 
000 principal amount of short-term bank loans 
will be outstanding at the date of sale of the 
Bonds. Jersey Central’s total construction require- 


ments (including allowance for funds used during 
construction) for 1976 are estimated to be approxi- 
mately $155,000,000. 


It is estimated that the fees and expenses to be 
incurred by Jersey Central in connection with 

the proposed transaction will be $160,000, in- 
cluding legal and accounting fees of $33,000 

and $12,500, respectively. The fees of counsel 
for the successful bidders, which will be paid by 
the successful bidders, will be supplied by amend- 
ment. It is stated that the Board of Public Utility 
Commissioners of the State of New Jersey has 
jurisdiction over the proposed transaction and 
that no other state commission or federal commis- 
sion, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 10, 1976, re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served 
personally or by mail upon the applicant at the 
above-stated address and proof of service (by affi- 
davit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the dapplication, as filed or as it 
may be amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders 
issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19353/January 19, 1976 


In the Matter of 
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AMERICAN ELECTRIC POWER COMPANY 
2 Broadway 
New York, New York 10004 


(70-5788) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY HOLDING COMPANY 
PURSUANT TO AN UNDERWRITTEN RIGHTS 
OFFERING 


NOTICE IS HEREBY GIVEN that American Elec- 


tric Power Company, Inc. (“AEP”), a registered 
holding company, has filed a declaration, and an 
amendment thereto, with this Commission pursu- 
ant to the Public Utility Holding Company Act 
of 1935 (“Act’’) designating Sections 6, 7, and 
12(c) thereof and Rules-42 and 50 promulgated 
thereunder as applicable to the proposed transac- 
tion. All interested persons are referred to the 
declaration, summarized below, for a complete 
statement of the proposed transaction. 


AEP proposes to offer up to 10,000,000 author- 
ized but unissued shares of its common stock 
(“additional common stock”) for subscription 
by the holders of its outstanding shares of com- 
mon stock on the basis of one share of addi- 
tional common stock for each nine shares of 
common stock held on the record date. The 
record date will be February 18, 1976, or such 
later date as AEP’s registration statement under 
the Securities Act of 1933 may become effective. 
The subscription price, to be determined by 
AEP’s Board of Directors at approximately 4:15 
p.m. on the day preceeding the record data, will 
be not more than the closing price of AEP com- 
mon stock on the New York Stock Exchange 

on the day prior to the record date and not less 
than 90% thereof. The subscription offer will 
expire March 12, 1976, unless the record date 
should be later than February 18, 1976, in which 
event the expiration date will be redetermined 
and specified by amendment. 


Each record holder of AEP common stock will 
receive, as soon after the record date as is prac- 
ticable, a transferable subscription warrant repre- 
senting the number of subscription rights to 
which the stockholder is entitled. It is proposed 
that no holder of a warrant will be permitted to 
subscribe for a fraction of a share of the addi- 
tional common stock; however, any holder of less 
than nine shares of common stock on the record 
date will be entitled to purchase, at the subscrip- 
tion price, one full share of additional common 
stock. Any holder of more than nine shares, but 
not an exact multiple thereof, will be able to 
purchase, at the subscription price, one share 

of additional common stock for each multiple 

of nine shares plus one share of additional com- 
mon stock for the excess shares. In addition, each 
holder of a warrant (or warrants) who exercises 
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the subscription rights in full will be given the 
privilege of purchasing, subject to allotment if 
necessary, at the same subscription price, the 
unsubscribed shares of the additional common 
stock. 


AEP expects that the subscription rights will be 
traded on the New York Stock Exchange and 
that rights may also be bought and sold through 
banks or brokers. AEP also intends to afford 
holders of warrants the opportunity to trade 
rights through AEP’s subscription agent, such 
agent to charge 2 cents per right for its services. 


AEP does not intend to mail warrants to stock- 
holders entitled to receive such warrants but 
whose registered addresses are outside the United 
States, Canada and Mexico. To the extent that 
AEP does not receive instructions from such 
stockholders to either exercise or otherwise dis- 
pose of their warrants, AEP may sell the rights 
evidenced by such warrants and the rights 
evidenced by warrants which are returned to the 
subscription agent after the initial mailing as non- 
deliverable for any reason. AEP will, if such rights 
are sold, within 30 days following the fifth anni- 
versary of such sale, pay any of the net proceeds 
then remaining unclaimed (as the same may have 
been reduced by the deduction of fees for the 
administration of such funds) pursuant to any 
applicable provisions of the Abandoned Property 
Law of New York. 


In connection with the subscription rights offer- 
ing, AEP anticipates that it may effect stabilizing 
transactions in order to maintain the market price 
of its common stock and/or the rights at levels 
above those which might otherwise prevail in an 
open market. AEP states that it will acquire no 
more than 1,000,000, shares of its common stock 
pursuant to these stabilizing activities. 


AEP further proposes to issue and sell to the pub- 
lic through underwriters, subject to the competi- 
tive bidding requirements of Rule 50 under the 
Act, such of the shares of the additional common 
stock as are not purchased pursuant to the sub- 
scription offer and any shares of common stock 
acquired by AEP as a result of stabilizing activi- 
ties. The competitive bidding will determine the 
underwriters’ compensation for each share that 
they sell and any modification to a $1,000,000 
base fee proposed by AEP which AEP will pay 

to the successful bidder for commitments and 
obligations under the purchase contract. Under 
the purchase contract the purchasing underwriters 
will be required to make a public offering of the 
unsubscribed shares of additional common stock 
promptly after the subscription expiration date. 


It is stated that the proceeds of the sale of the 

shares of additional common stock and any un- 
subscribed shares are to be used to repay short- 
term indebtedness and to make additional 
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investments in AEP’s operating subsidiaries. At De- 
cember 18, 1975, AEP had outstanding an aggre- 
gate amount of $121,560,000 of short-term debt. 


Estimates of the fees and expenses to be incurred 
by AEP in connection with the proposed transac- 
tion are to be filed by amendment. It is stated 
that no state commission and no federal commis- 
sion, other this Commission, has jurisdiction 

over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 10, 1976, 
request in writing that a hearing be held on such 
matter stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or 

law raised by said declaration which he desires 

to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing there- 
on. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. A copy of such request should 
be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles 
from the point of mailing) upon the declarant at 
the above stated address, and proof of service (by 
affidavit or, in case of an attorney-at-law, by cer- 
tificate) should be filed with the request. At any 
time after said date, the declaration as amended 

or as it may be further amended, may be per- 
mitted to become effective as provided in Rule 

23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may 

grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hear- 

ing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the: Division of Corpor- 


ate Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING: COMPANY ACT OF 1935 
Release No. 19354/January 20, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, (NC. 


_ MIDDLE SOUTH ENERGY, INC. 
} New Orleans, Louisiana 


(70-5781) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK BY SUBSIDIARY COM- 
PANY TO HOLDING COMPANY 


Middle South Utilities, Inc. (“Middle South”’), a regis- 
tered holding company, and Middle South Energy, Inc. 
(“MSE1I”’), a subsidiary company of Middle South, 
have filed an application-declaration and an amend- 
ment thereto with this Commission pursuant to Sec- 
tions 6(a), 7, 9(a), and 10 of the Public Utility Hold- 
ing Company Act of 1935 (“Act’’) regarding the 
following proposed transactions. 


MSE! proposes to issue and sell to Middle South 
(the holder of all of the issued and outstanding 
shares of MSEI’s common stock no par value per 
share), and Middle South proposes to acquire, 
53,000 additional shares of MSEI’s common 
stock, for an aggregate purchase price of $53,000,- 
000 in cash. Middle South and MSE} believe it pre- 
ferable for the additional commonasmpek to be sold 
at times coinciding with MSEI’s cash needs, which 
are primarily determined by the nature and pace 
of the construction work on its Grand Gulf Nu- 
clear Electric Station near Vicksburg, Mississippi. 
Accordingly, the applicants-declarants request 
authority to consummate the proposed transac- 
tions at various times through December 31, 1976. 


No State commission, and no Federal commission, 
other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declara- 
tion has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR No. 
19312), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT iS ORDERED, pursuant to the applicable pro- 
visions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19355/January 20, 1976 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 


(70-5785) 
NOTICE OF PROPOSAL TO LEASE HOPPER CARS 


NOTICE IS HEREBY GIVEN that Georgia Power 
Company (“Georgia”), an electric utility subsidiary 
of The Southern Company, a registered holding 
company, has filed an application, and an amend- 
ment thereto, with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 9(a) and 10 of the 
Act as applicable thereto. All interested persons 
are referred to the amended application, which 

is summarized below, for a complete statement 

of the proposed transaction. 


Georgia proposes to enter into a lease arrangement 
(“Lease”) with General American Transportation 
(“Lessor”) with respect to 255 Ortner Rapid Dis- 
charge Open-Top Hopper Cars (“cars”). The cars 
are currently on order from the Ortner Freight 
Company (“Ortner’’) at a quoted price of $32,- 
025.69 per car. Delivery of the cars to Georgia 

is scheduled to commence on March 22, 1976 

at a rate of at least 15 cars per week. Under the 
terms of an arrangement with the Lessor, which 

is intended to secure to Georgia the benefit of the 
investment tax credit, Georgia is the conditional 
purchaser of the cars. However, upon the Lease 
becoming effective, Lessor will purchase the cars 
pursuant to a separate contract entered into with 
Ortner. 


The Lease provides, among other things, that 
Georgia will make rental payments over a period 
of 15 years at a monthly rate of $374.12 per 
car, or approximately $95,400 per month, sub- 
ject to adjustment, however, if the purchase 
price varies from the quoted price or if Georgia 
fails to receive the investment tax credit; that 
Lessor will maintain the cars or cause them to 
be maintained at the rate of cost plus 15% if 
maintenance work is performed by Lessor and 
cost plus 5% if such work is performed else- 
where; and that Georgia will reimburse Lessor 
for any alterations or special work to be per- 
formed on the cars at Georgia’s request or as a 
result of damage due to Georgia’s negligence. 
Georgia will not be obligated to pay rent on 
any car after the fifty day any such car is out 
of service during normal maintenance. 


The Lease also provides for replacement cars 
in case any car is damaged beyond repair. All 
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taxes and fees imposed with respect to the cars, 
other than Lessor’s income taxes and similar 
taxes, will be paid by Georgia. 


Georgia states that neither Ortner nor Lessor is 
affiliated with Georgia and that the terms of the 
Lease, negotiated at arm’s-length, are competi- 
tive with the terms which would otherwise be 
available in the market. Georgia currently leases 
670 other coal cars under a similar lease with 
Lessor. Georgia believes that the terms of the 
Lease are fair and reasonable and that it is in 
the best interests of Georgia’s investors and con- 
sumers. Georgia further states that Lessor is a 
large company with considerable experience and 
expertise in leasing and maintaining coal cars, 
and that Lessor’s particular combination of qual- 
ifications is a unique and necessary feature in 
Lessor’s obligations to maintain Georgia’s coal 
cars. 





A statement of the fees and expenses incurred 
or paid in connection with the proposed transac- 
tion will be supplied by amendment. It is stated 
that no State or Federal commission, other than 
this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 13, 1976, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues; of fact or 

law raised by said amended applica‘tion which 

he desires to cortrovert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any suchrequest should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy 

of such request should be served personally or by 
mail (air mail if the person being served is located 
more than 500 miles from the print of mailing) 
upon the applicant of the above-stated address, 
and proof of service (by affidavit or, in case of 

an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application as amended or as it may be further 
amended, may be granted as provided in Rule 23 
of the General Rules and Regul ations promulgated 
under the Act, or the Commissiion may grant. ex- 
emption from such rules as prowided in Rules 20(a) 
and 100 thereof or take such other action as it 
may deem appropriate. Persoris who request a 
hearing or advice as to whether a hearing is 
ordered will receive any notices and orders in this 
matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the 'Division of Corporate 


Regulation, pursuant to delegated authority. 


Gerrge A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19356/January 22, 1976 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 1106 
Shreveport, Louisiana 71156 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P.O. Box 201 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abilene, Texas 79604 


(70-5774) 


NOTICE OF PROPOSED ACQUISITION OF 
ROYALTY INTEREST IN COAL AND OIL 
GASIFICATION UNIT SALES AND PROPOSED 
REIMBURSEMENT OF EXPENSES INCURRED 
BY ONE SUBSIDIARY IN AN OIL GASIFICA- 
TION PROJECT BY OTHER SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that Central Power 
and Light Company (““CP&L”’), Southwestern 
Electric Power Company (“SWEPCO”), Public 
Service Company of Oklahoma (“PSO”), and 
West Texas Utilities Company (’““WTU”), elec- 
tric utility subsidiary companies of Central 

and South West Corporation (““CSW”’), a regis- 
tered holding company, have filed a declara- 
tion, and amendments thereto, with this Com- 
mission pursuant to the Public Utility Holding 
Company Act of 1935 (“‘Act’’), designating 
Sections 12 and 13 of the Act as applicable to 
the following proposed transaction. All inter- 
ested persons are referred to the declaration, 
as amended, which is summarized below, for 

a complete statement of the proposed transac- 
tion. 


CPL proposes to enter into a contract (‘‘con- 
tract”) with Foster Wheeler Energy Corpora- 
tion (“FWE”’) for the development of a fuel 
gasification desulphurization unit (“facility”) 
to supply gasified fuel from liquid and solid 
hydrocarbons at Unit No. 4 of CPL’s La Palma 
Power Station, The Contract provides in part 
that CPL is obligated to pay FWE its “reim- 
bursable costs,” as defined in the contract, in 
the contract, in the construction of the facility 


to a maximum amount of $1,900,510. CPL also is 
obligated under the contract to bear the cost of the 
erection of the facility and other items up to a max- 
imum cost of $1,635,975. These costs figures are 
subject to certain specified escalation. 


Under the contract FWE will supply, among 
other things, certain drawings, engineering work, 
equipment and fuel required for tests performed 
under the contract. CPL will supply, among other 
things, the site for the work, all labor and services 
required during the test program and all fuel re- 
quired in excess of that fuel required for the test 
program. It is stated that the U. S. Environmental 
Protection Agency (““EPA”’) is committed to sup- 
ply fuels and feedstocks for the test facility and 
to subsidize the engineering design for the test fa- 
cility and a scale-up design to a commercial unit. 


CSW System generating plants presently operate 
for the most part on natural gas. Declarants state 
that shortages of natural gas for boiler fuel are 
expected to be a growing problem and that it is 
planned that Declarants’ future plants will use 
other sources of fuel. Declarants are searching for 
an economical method to adapt existing plants 
to use other available fuel supplies. 


It is stated that work to date on oil/coal gasifica- 
tion projects has been on laboratory models of 

less than 1 MW capacity. It is also stated that FWE 
is preparing to scale up this process to a 15 MW 

size as an intermediate step in developing the pro- 
cess for units in the 250 MW and larger range. It is 
estimated that the facility for La Palma Unit No. 4 
can be fabricated and installed in 18 months, 
followed by an 18 month period of testing. Assum- 
ing successful operation of the demonstration plant, 
it is stated that a 250 MW unit might be modified in 
an additional 18 months, resulting in a full-sized 
retrofitted unit in mid-1979. 


If FWE designs and constructs a commercial facility 
after completion of the CPL facility, using any of 
the information developed under the contract or 
under FWE’s contract with EPA, FWE will give any 
affiliate of CSW a 10% discount on engineering 
costs of facilities sold to such affiliates and will 

pay CPL a royalty on each facility sold to non- 
affiliates. The royalty will be $2,000 for the first 
25,000,000 Btu/hour or less of design heating 
capacity and $60 for each additional 1,000,000 
Btu/hour of design heating capacity. These dis- 
counts and royalties are to extend only until pay- 
ments by CPL to FWE under the proposed contract 
are recovered. 


It is proposed that PSO, SWEPCO and WTU partici- 
pate in the payment of costs under the contract be- 
cause commercially feasible facilities would also be 
useful for their respective generating facilities. It is 
proposed that the other declarants reimburse CPL 
for 50% of the costs of the facility, excluding costs 
associated with the extension of the text period 

for the facility beyond six months. Reimbursement 
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will be in the proportion of 22.5% for PSO, 19% 
for SWEPCO and 8.5% for WTU. These proportions 
are based on the relative generating capabilities of 
the companies. If any royalties are received from 
FWE, as discussed previously, such royalties will 

be allocated in accordance with the reimburse- 
ment formula. Discounts under the agreement will 
be divided in the same manner, the company re- 
ceiving the discount paying its associates their re- 
spective shares of the discount. 


It is stated that no state commission and no fed- 
eral commission, other than this Commission, 
has jurisdiction over the proposed transaction. 
Fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,500, including legal fees of $500. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 17, 1976, re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or law 
raised by said declaration, as amended, which he 
desires to controvert; or he may request that he 

be notified if the Commission should order a hear- 
ing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
should be served personally or by mail (air mail 

if the person being served is located more than 500 
miles from the point of mailing) upon the declar- 
ants at the above-stated addresses and proof of 
service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the re- 
quest. At any time after said date, the declara- 
tion, as amended, or as it may be further amend- 
ed, may be permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Com- 
mission may grant exemption from such rules 

as provided in Rules 20(a) and 100 thereof or 

take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any no- 
tices and orders issued in this matter, including 

the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19357/January 22, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GAS TRANSMISSION CORPORATION 





COLUMBIA GAS OF OHIO, INC. 

COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 


COLUMBIA LNG CORPORATION 
COLUMBIA GAS DEVELOPMENT OF CANADA, : 
LTD. 

COLUMBIA COAL GASIFICATION CORPORA- 

TION 


COLUMBIA GAS DEVELOPMENT CORPORA- 
TION 


COLUMBIA GAS SYSTEM SERVICE CORPOR- 
ATION 


COLUMBIA GULF TRANSMISSION COMPANY 


COLUMBIA ALASKAN GAS TRANSMISSION 
CORPORATION 


(70-5760) 


NOTICE OF PROPOSED ALLOCATION OF CON- 
SOLIDATED TAX LIABILITIES BY METHOD 
OTHER THAN PRESCRIBED BY RULE 45(b)(6) 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding com- 
pany, and its subsidiary companies named above 
have filed with this Commission a joint declaration, 
and an amendment thereto, under Sections 12(b) 

and 12(f) of the Public Utility Holding Company 
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Act of 1935 (“‘Act”) and Rules 24 and 45 promul- 
gated thereunder regarding the following pro- 

posed transactions. All interested persons are 
referred to the joint declaration, which is sum- 
marized below, for a complete statement of the 
proposed transaction. 


By order dated June 12, 1973 (HCAR No. 18000), 
the Commission authorized Columbia to allocate 
the system’s consolidated Federal income tax lia- 
bility for the years 1973 and 1974 by a method 
other than prescribed by Rule 45(b)(6). Colum- 

bia and its subsidiaries now propose to extend 

the Commission’s authorization under Rule 

45(a) for the taxable years 1975 and 1976. 


The major part of the exploration and develop- 
ment activities within the Columbia system are 
centered in three of Columbia’s non-utility sub- 
sidiaries, Columbia Gas Development Corpora- 
tion (“Development U. S.’’), Columbia Gas De- 
velopment of Canada, Ltd. (‘Development Can- 
ada”), and Columbia Coal Gasification Corpora- 
tion (“Coal Gasification’). Due to the expand- 
ed exploration and development program made 
necessary by the growing system demand for 
natural gas, these three companies have required 
substantial contributions of capital from Colum- 
bia. In connection with their activities, the three 
companies have incurred tax losses. 


The combined expenditures by Development 

U. S., Development Canada and Coal Gasifica- 
tion for exploration and for development and/ 
or research during 1975 and 1976 are estimated 
to be $44,000,000 and $53,000,000, respective- 
ly. It is also estimated that these companies will 
have tax losses of $15,200,000 for each of these 
years. 


When the losses of Development U. S., Develop- 
ment Canada, and Coal Gasification are included 
in the consolidated tax return for the Columbia 
system, the consolidated tax liability is reduced. 
Under Rule 45(b)(6), the benefit of this tax re- 
duction is allocated to companies in the consoli- 
dated group other than those whose tax losses 
gave rise to the tax savings, thus depriving the 
latter of the tax savings which might otherwise 
be applied in furtherance of their continuing 
exploration and development activities. In general, 
the declaration seeks authorization to allocate 
consolidated taxes in a manner which would ini- 
tially remit the consolidated tax savings arising 
from their tax losses to the three exploration 
subsidiaries in aid of their development pro- 
grams. 


To overcome the claimed inequities resulting 
from a strict adherence to the tax allocation 
provisions of Rule 45(b)(6), certain deviations 
therefrom are proposed as follows: 


1. For the years 1975 and 1976, Columbia, 
while computing the system’s consolidated 


tax liabilities in the usual manner, will for pur- 
poses of assessing liability among the individual 
companies of the system add back the reduc- 
tion in such tax liabilities generated from any 

tax losses of Development U. S., Development 
Canada and Coal Gasification resulting from their 
exploration, development and/or research activi- 
ties for the obtaining of additional gas revenues. 


2. The consolidated taxes as so adjusted will 
then be apportioned among the system com- 
panies other than Development U. S., Develop- 
ment Canada and Coal Gasification in accord- 
ance with the procedure of Rule 45(b)(6). The 
cash difference between the adjusted consoli- 
dated tax liability and the actual consolidated 
tax liability will be remitted by Columbia to 
Development U. S., Development Canada and 
Coal Gasification in proportion to their respec- 
tive tax losses, if any, incurred in 1975 and 1976 
for use in further exploration and development 
work. 


3. In future years when Development U. S. or 
Development Canada or Coal Gasification have 
net taxable income they, or any of them, may 
be entitled to tax credits as a result of the loss 
carry-back or carry-over provisions of Section 
172(b) of the Internal Revenue Code of 1954 
in order to comply with the separate return limi- 
tations required by Rule 45(b)(6). To the ex- 
tent that those companies receive tax benefits 
pursuant to paragraphs 1 or 2 above, such bene- 
fits would be applied to reduce any credits in 
future years to which any of those three com- 
panies might otherwise be entitled under the 
separate return limitations of Rule 45(b)(6). 


4. Subject to paragraph 3, in no event will the 
tax allocated to any subsidiary company of 
Columbia exceed the amount of tax of such 
company based upon a separate return computed 
as if such company has always filed its tax return 
on a separate return basis. 


Under the proposals set forth above, the actual con- 
solidated tax liabilities of the Columbia system will 
not change. What will change is the allocation of that 
tax among the members of the group so that any 
tax credits remitted to the three exploration com- 
panies would be matched by an equal aggregate in- 
crease in the tax allocation to other members of 
the group having taxable income. Nevertheless, 
under the proposed method of allocation, the re- 
sulting tax allocation to each of the Columbia sub- 
sidiaries having taxable income, although larger 
than would be the case under strict adherence to 
Rule 45(b)(6), is still smaller than the tax liability 
of each such company on a separate return basis. 
Declarants state that the proposed tax allocation 
has no effect on the cost of service treatment 

given to Columbia’s distribution companies by 
regulatory commissions having jurisdiction over 
rates. 
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It is stated that the proven developed reserves at 
year end for Development U. S. are 345,454 MMCF 
at a cost of 33 cents per Mcf. Development Can- 
ada had proven and probable reserves of 58,339 
MMCEF at 26 cents per Mcf for the same period. 


Declarants request permission to file on an annual 
basis the certificates of notification required by 
Rule 24 under the Act. It is stated that no State 
commission and no Federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. A statement of the fees 
and expenses incurred in connection with the pro- 
posed transaction will be supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 17, 1976, re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the rea- 
sons for such request, and the issues of fact or 
law raised by said amended declaration which 

he desires to controvert; or he may request that 
he be notified if the Commission should order 

a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or 

by mail (air mail if the person being served is 
located more than 500 miles from the point of 
mailing) upon the declarants at the above-stated 
address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should 
be filed with the request. At any time after said 
date, the declaration, as amended or as it may 

be further amended, may be permitted to be- 
come effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this 
matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corpor- 
ate Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE AcT OF 1939 
Release No. 426/January 16, 1976 


The Securities and Exchange Commission has issued 
a notice giving interested persons until February 12, 
1976 to request a hearing on an application by Bay 
State Gas Company (the ‘“Company’’), a Massachu- 
setts corporation, pursuant to Section 310(b)(1) (ii) 
of the Trust Indenture Act of 1939 declaring that 
the trusteeship of First National Bank of Boston 
(“First National’) under a New Indenture of the 
Company while also serving as trustee under seven 
other indentures of the Company is not so likely 

to involve a material conflict of interest as to make 
it necessary to disqualify First National from acting 
as trustee under the New Indenture. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9123/January 16, 1976 


In the Matter of 


FLEMING BERGER FUND, INC. 
899 Logan Street 
Denver, Colorado 80203 


(811-1763) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Fleming Berger 
Fund, Inc. (““Applicant’’), a Delaware corporation, 
registered as an open-end, diversified management 
investment company under the Investment Com- 
pany Act of 1940 (“Act’’), filed an application on 
December 12, 1975, pursuant to Section 8(f) of 
the Act for an order of the Commission declaring 
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that Applicant has ceased to be an investment com- 
pany as defined in the Act. All interested persons 
are referred to the application on file with the Com- 
mission for a statement of the representations set 
forth therein which are summarized below. 


Applicant was incorporated on November 12, 1968, 
under the laws of the State of Delaware, and sub- 
sequently filed a notification on Form N-8A as an 
open-end, non-diversified management investment 
company and registration statements on Form N- 
98-1 and Form S-5. On September 30, 1975, 
pursuant to an Agreement and Plan of Reorgani- 
zation, Applicant sold its assets to The One Hun- 
dred Fund, Inc., in exchange for shares of com- 
mon stock of The One Hundred Fund, Inc., 

which shares were thereupon distributed to the 
shareholders of Applicant in liquidation thereof. 
Applicant is dormant, having no assets and en- 
gaging in no business activities, and has, effective 
November 10, 1975, filed a Certificate of Dis- 
solution with the Secretary of State of Delaware. 


Section 8(f) of the Act provides, in pertinent 
part, that when the Commission, upon applica- 
tion, finds that a registered investment com- 
pany has ceased to be an investment company, 
it shall so declare by order, and upon the tak- 
ing effect of such order the registration of 

such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any inter- 
ested person may, not later than February 10, 
1976, at 5:30 p.m., submit to the Commission 
in writing a request for a hearing on the matter 
accompanied by a statement as to the nature 
of his interest, the reason for such request 

and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he 
be notified if the Commission should order a 
hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served 
personally or by mail (air mail if the person 
being served is located more than 500 miles 
from the point of mailing) upon Applicant 

at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided 

by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of 
the application will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons 
who request a hearing or advice as to whether 
a hearing is ordered, will receive notice of 
further developments in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Invest- 


ment Management Regulation, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9124/January 16, 1976 


In the Matter of 


MAGELLAN FUND, INC. 
ESSEX FUND, INC. 


FIDELITY MANAGEMENT & RESEARCH COM- 
PANY 


and 


EDWARD C. JOHNSON, 3rd. 
35 Congress Street 
Boston, Massachusetts 02109 


(812-3850) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF EXEMPTION PURSUANT TO SEC- 
TION 17(b) OF THE ACT AND FOR AN ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that an application 
was filed on August 18, 1975, and an amendment 
thereto on November 24, 1975, by the following 
persons: Magellan Fund, Inc. (‘‘Magellan’’) and 
Essex Fund, Inc. (““Essex’’), open-end, diversified 
management investment companies registered 
under the Investment Company Act of 1940 (the 
“Act’’); Fidelity Management & Research Com- 
pany (“Fidelity”), the investment adviser to, and 
a shareholder of, Everest and Convertible; and 
Edward C. Johnson, 3rd. (“Johnson”), the con- 
trolling shareholder of Fidelity and a shareholder 
of Magellan and Essex (collectively referred to as 
“ Applicants’). The application requests an order 
of the Commission, pursuant to Section 17(b) 

of the Act, exempting the merger of Essex into 
Magellan from the provisions of Section 17(a) 

of the Act and an order of the Commission, 
pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, permitting Fidelity and Johnson 
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to participate, as principals, in the merger of Essex 
into Megellan. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Magellan was organized in 1962, and, as of Sep- 
tember 30, 1975, had 338,064 shares outstanding 
and net assets of $5,361,112. Essex was organized 
in 1961 and, as of September 30, 1975, had 
1,913,674 shares outstanding and net assets of 
$13,484,898. The investment objective of both 
Magellan and Essex is capital growth. 


Both Magellan and Essex employ Fidelity, a 
wholly-owned subsidiary of FMR Corp., as its 
investment adviser. The Board of Directors and 
principal officers Of Magellan and Essex are 
identical. Accordingly, Magellan and Essex may 
be deemed to be under common control. John- 
son is Chairman of the Board and the Chief Ex- 
ecutive Officer of Magellan and Essex, a director 
and the Chief Executive Officer of Fidelity and 
FMR Corp., and the owner of more than 50% 
of the voting securities of FMR Corp. Section 
2(a)(3) of the Act, in pertinent part, defines an 
affiliated person of another person to include 
any person directly or indirectly controlling, 
controlled by, or under common control with 
such other person, any officer or director of 
such other person, and any investment adviser 
if such other person is a registered investment 
company. Johnson and Fidelity, therefore, are 
affiliated persons of both Magellan and Essex, 
and Magellan and Essex may be deemed to be 
affiliated persons of each other. 


Fidelity presently owns 53,067 shares of Ma- 
gellan and 21,556 shares of Essex. These securi- 
ties had a value, as of September 30, 1975, of 
approximately $841,536 and $151,905, respec- 
tively and constituted approximately 16% and 
1% of the respective outstanding voting securi- 
ties of Magellan and Essex. Johnson owns, bene- 
ficially and of record, 20,698 shares of Magellan 
and 14, 925 shares of Essex. 


Magellan and Essex propose to enter into an 
Agreement of Merger pursuant to which Essex 
will be merged into Magellan in accordance 
with Massachusetts law. Magellan will be the 
surviving corporation and the separate corpor- 
ate existence of Essex will cease. 


Shortly before the effective aate of the merger, 
Magellan and Essex will distribute to their 
shareholders a dividend consisting of substan- 
tially all of their net taxable investment income. 
In addition, Essex will distribute substantially 
all of its then undistributed net taxable long- 
term capital gains. On the effective date of the 
merger, the outstanding shares of Essex held 

by each stockholder of record will be converted 
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into that number of full and fractional shares 
of Magellan having an aggregate net asset value 
equal to the value of such stockholder’s pro 
rata interest in the net assets of Essex. The net 
asset values of Magellan and Essex, for purposes 
cf the exchange, will be determined as of the 
close of business on the effective date of the 
merger. 


The Agreement of Merger and other matters in- 
cidental thereto have been approved by the 
Boards of Directors of Magellan and Essex and 
must be further approved by the vote of at least 
two-thirds of the outstanding voting securities 

of both Magellan and Essex. Shareholders of 
Magellan and Essex will also be asked to approve 
a new advisory and service contract between Fi- 
delity and Magellan. The present Magellan con- 
tract provides for a base fee of 0.8% with per- 
formance adjustments, measured over a 36 
month period, ranging up to plus or minus 0.4%. 
The present Essex contract provides for a base 
fee of 0.5% with performance adjustments, mea- 
sured over a 12 month period, ranging up to 
0.2%. Neither the present Magellan or the pre- 
sent Essex contract contain guarantees limiting 
the expenses payable by the funds. The pro- 
posed new advisory and service contract between 
Fidelity and Magellan provides for a base fee of 
0.8% with performance adjustments, commencing 
one year after approval of the contract and mea- 
sured over a 36 month period, ranging up to plus 
or minus 0.2%. The proposed new contract would 
also contain an expense limitation guarantee, ap- 
plicable to the present fiscal year ending May 31, 
1976, pursuant to which Fidelity would reim- 
burse Magellan, up to the amount of Fidelity’s 
advisory fee, to the extent that the expenses of 
Magellan exceed 1-1/2% of Magellan’s average 
net assets up to $30 million and 1% of average 
net assets in excess of that amount. The merger 
of Essex into Magellan is conditioned upon ap- 
proval by both Magellan and Essex shareholders 
of the new advisory and service contract. 


As of September 30, 1975, Magellan and Essex 
had, respectively, net unrealized gains (losses) of 
$372,966 and ($7,684) and capital loss carry- 
forwards of $3,003,000 and $15,379,000. No 
adjustments in the aggregate net asset values of 
Magellan and Essex will be made to compensate 
shareholders for any potential Federal income 
tax impact which may result from the differences 
between Magellan and Essex in the percentage 
of their unrealized capital gains and tax loss 
carryforwards to their net assets. Applicants 
assert that an adjustment is not appropriate in 
view of the uneven impact of any adjustment on 
individual shareholders because of different 
holding periods, tax bases and tax rates and be- 
cause there is no assurance that tax loss carry- 
forwards can be utilized before they expire. 
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Section 17(a) 


Section 17(a) of the Act, in pertinent part, provides 
that it shall be unlawful for any affiliated person of 
a registered investment company, or any affiliated 
person of such a person, acting as principal, know- 
ingly to sell or purchase from such registered com- 
pany any security or other property. Section 17(b) 
of the Act provides that the Commission, upon ap- 
plication, may exempt a proposed transaction from 
the provisions of Section 17(a) if evidence estab- 
lishes that the terms of the proposed transaction, 
including the consideration to be paid or received, 
are reasonable and fair and do not involve over- 
reaching on the part of any person concerned and 
that the proposed transaction is consistent with 

the policy of each registered investment company 
concerned and with the general purposes of the 

Act. Applicants request an order of the Commis- 
sion exempting from the provisions of Section 17(a) 
of the Act the proposed merger of Essex into 
Magellan and the exchange of shares of Essex for 
shares of Magellan by Fidelity and Johnson in con- 
nection with the merger. 


Applicants assert that the terms of the proposed 
transaction are reasonable and fair and do not 
involve overreaching on the part of any person 
concerned. Shares of Magellan will be issued to 
Essex shareholders on the basis of the respective 
net asset values of Magellan and Essex deter- 
mined at the same point in time. Applicants as- 
sert that Fidelity and Johnson will be treated 
no differently than all other shareholders of 
Essex. Applicants believe that the consumma- 
tion of the proposed merger will result in cer- 
tain economies of operation through the reduc- 
tion of certain expenses, such as auditing fees, 
filing fees, custodial fees and the expenses of. 
preparation of proxy statements and sharehold- 
er reports. The aggregate expenses of consum- 
mating the merger of Magellan and Essex are 
estimated to be $41,800. Magellan and Essex 
will each bear their own expenses attributable 
to the merger. Expenses deemed common to 
the transaction will be apportioned on the basis 
of the relative net assets of Magellan and Essex. 
FMR has agreed to assume $15,000 of the ex- 
penses of the merger. That sum is to be allo- 
cated between Magellan and Essex on the basis 
of their actual and accrued expenses. 


Applicants assert that all the portfolio securi- 
ties of Essex will be acceptable to and retained 
by Magellan, subject to normal investment 
changes. Applicants state that the investment 
policies and restrictions of Magellan and Essex 
are substantially identical and that the invest- 
ment objectives of both Funds are identical. 


Section 17(d) and Rule 17d-1 


Rule 17d-1, adopted by the Commission pursuant 





to Section 17(d) of the Act, provides, in perti- 
nent part, that no affiliated person of any regis- 
tered investment company and no affiliated per- 
son of such a person, acting as principal, shall 
Participate in, or effect any transaction in con- 
nection with, any joint enterprise or other joint 
arrangement in which such registered company 
is a participant unless an application regarding 
such joint enterprise or arrangement has been 
filed with the Commission and has been granted 
by an order. A joint enterprise or other joint 
arrangemetn as used in this rule is any written 

or oral plan, contract, authorization or arrange- 
ment, or any practice or understanding concern- 
ing an enterprise or undertaking whereby a re- 
gistered investment company or a controlled 
company thereof and any affiliated person of 
such registered investment company, or any 
affiliated person of such a person, have a joint 
or a joint and several participation, or share in 
the profits of such enterprise or undertaking. 

In passing upon such application, the Commission 
will consider whether the participation of such 
registered company in such joint enterprise or 
joint arrangement on the basis proposed is con- 
sistent with the policies, provisions and purposes 
of the Act and the extent to which such partici- 
pation is on a basis different from or less advan- 
tageous than that of other participants. 


Because Johnson and other officers and employ- 
ees of Fidelity, in their capacity as officers of 
the Funds, proposed the merger and the new ser- 
vice and advisory contract to the directors of 
Magellan and Essex, and because Fidelity and 
Johnson will vote their shares in the Funds in 
favor of the merger and, if the merger is approved, 
exchange their shares of Essex for shares of Ma- 
gellan, Fidelity and Johnson might be deemed to 
be participants in the merger with Everest and 
Convertible, and thus, subject to the provisions 
of Section 17(d) of the Act and Rule 17d-1 
thereunder. 


Applicants assert that the proposed merger is 
consistent with the provisions, policies and pur- 
poses of the Act. Applicants further assert that 
the participation of Fidelity and Johnson, as 
shareholders of Essex, in the proposed merger 
will be on the same basis, i.e., net asset value, 
as all other shareholders of Essex. 


NOTICE IS FURTHER GIVEN that any inter- 
ested person may, not later than February 10, 
1976, at 5:30 p.m., submit to the Commission 
in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of 
his interest, the reasons for such request, and 
the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be noti- 
fied if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
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Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
(air mail if the person being served is located more 
than 500 miles from the point of mailing) upon 
the Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney at law, by certificate) shall be filed con- 
temporaneously with the request. As provided 

by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing February 10, 1976, unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Invest- 
ment Management Regulation, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9125/January 16, 1976 


In the Matter of 


THE ONE WILLIAM STREET FUND, INC. 
One William Street 
New York, New York 10004 


THE LEHMAN CORPORATION 
One South William Street 
New York, New York 10004 


(812-3745) 


NOTICE OF FILING OF APPLICATION PUR- 
SUANT TO RULE 17d-1 FOR AN ORDER 
OF EXEMPTION FROM THE PROVISIONS 
OF SECTION 17(d) AND RULE 174-1 
THEREUNDER 


NOTICE IS HEREBY GIVEN that The One 
William Street Fund, Inc., a Maryland corpor- 
ation registered under the Act as an open-end, 
diversified management company, and The 
Lehman Corporation, a Delaware corporation 
registered under the Act as a closed-end, diver- 
sified management company (collectively, 
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“Applicants”’) filed an application on January 6, 
1975, and amendments on March 12, 1975, and 
September 2, 1975, for an order of the Commis- 
sion pursuant to Rule 17d-1 under the Act per- 
mitting Applicants to participate as joint insureds 
under the terms of a fidelity bond. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein which are summarized be- 
low. 


Applicants are currently insured under a 3-year 
fidelity bond (the “Existing Bond’’) which expires 
at the end of 1976. The bond also names, as insureds, 
Lehman Brothers, Inc., and the following corpora- 
tions, partnerships and other entities that are part 
of the Lehman Brothers, Inc. complex (collective- 
ly, “other insureds”), i.e., Lehman Brothers, Leh- 
man Management Co., Inc., investment adviser to 
the Applicants, Lehman Commercial Paper, Inc., 
Gas Properties, Inc., Lehman Brothers International, 
Ltd., Lehman Bros. S.A., The Committee of Leh- 
man Brothers, Inc. Employees Profit Sharing Plan, 
Lehman Ventures, Lehman Special Services, Inc., 
Lehman Brothers Limited, Lehman Government 
Securities, Inc., Albacorp., Inc., and Residual Ven- 
tures. Most of these other insureds are not persons 
of the types permitted by Rule 17g-1(b)(3) of the 
Act, effective April 21, 1974, to be joint insureds 
with a registered management investment company. 


Subparagraph (k) of rule 17g-1 provides that agree- 
ments shall be brought into compliance with the 
rule at the next anniversary date of an existing 
fidelity bond but not later than one year from the 
effective date of the rule. Applicants have, there- 
fore, developed a plan pursuant to which they 
wish to provide and maintain a joint insured bond 
("New Bond”) which would cover Applicants and 
would otherwise meet the requirements of the 
rule. Applicants also wish to be able to continue 
to participate as insureds under the Existing Bond 
and, subject to the approval of their respective 
Boards of Directors at appropriate times in the 
future, under any renewal or extension of the 
Existing Bond or any similar bond obtained in sub- 
stitution therefor. 


Under the dual bonding arrangement proposed, 
The New Bond would provide primary coverage, 
and the liability of the insurance company 
under the Existing Bond would be secondary, 
with losses incurred by Applicants being payable 
under the Existing Bond only to the extent that 
they exceed the limits of coverage of the New 
Bond (hereafter, the “deductible” feature). The 
“dual bonding arrangement” has been approved 
by the Board of Directors of each Applicant. 


At the time the Existing Bond was last renewed, 
the total premium payable was allocated among 
the various insureds on the basis of the relative 

number of employees of each insured. Since the 
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deductible, under the proposed arrangement, will not 
apply to insureds other than Applicants, each Appli- 
cant’s share of the premium on the Existing Bond 
would be determined in a new manner. Whenever 
the Existing Bond would be renewed, Applicants 
would obtain a quotation from their insurer as to 
the estimated total cost to all insureds of renewing 
coverage provided by the Existing Bond if the de- 
ductible were applicable to all insureds. Applicants 
would then calculate, on the basis of their respec- 
tive numbers of employees in relation to the total 
numbers of employees maintained by all insureds, 
the portion of the premium for this coverage (the 
“Quoted Bond”) each would pay if that coverage 
were being obtained. Pursuant to the proposed ar- 
rangement, each Applicant's contribution to pay- 
ment of the premium on the Existing Bond would 
be equal to its respective portion of the premium 

on the Quoted Bond. 


Moreover, since a deductible in the amount of the 
New Bond would become applicable to the Exist- 
ing Bond at a time when the term of the Existing 
Bond has not expired, and since the Applicants, 
during the remaining period, would be receiving 
less protection as a result of the deductible than 
would other insureds, Applicants have agreed 

with the other insureds that each Applicant will 
receive a refund of a portion of the premium 

each paid at the time the Existing Bond was 

last renewed. That refund will be calculated in 

the following manner. 


Applicants have obtained an estimate of the cost 
to all insureds of a Quoted Bond for a three-year 
period. They also have determined, on the basis 
of the number of employees maintained by each 
Applicant relative to the total numbers maintain- 
ed by all insureds, the portion of the total pre- 
mium for the Quoted Bond each would pay were 
such coverage obtained for a 3-year period. The 
portion of the premium paid by each Applicant 
on the Existing Bond would, for purposes of the 
calculation, be divided into an expired part and 
an unexpired part. These parts would bear the 
same ratio to each other as the expired term 

bore to the unexpired term. The portion of the 
premium on the Quoted Bond each Applicant 
would pay also would be divided into two parts 
in the same manner. Each Applicant would be 
reimbursed by the other insureds in an amount 
equal to the difference between the part of the 
Existing Bond premium that each Applicant 

paid which is attributable to the unexpired 

term and the part each would pay under the 
Quoted Bond for coverage for the same period 
of time. 


Applicants have also agreed with the other in- 
sureds that whenever the amount of coverage 
provided Applicants under the Existing Bond 
(or a substitute therefor) is changed during the 
term of the bond, whether due to a change in 









the amount of primary coverage or otherwise, the 
premium Applicants paid at the last renewal there- 
of will be adjusted in a manner similar to that by 
which Applicants propose to calculate the amount 
of the refund presently due them, as described 
above, and Applicants will receive from the other 
insureds, the difference, if any, between the 
amount so calculated and the amount which they 
actually paid. 


The implementation of the plan outlined above 
would enabie Applicants to comply with the 
provisions of Rule 17g-1 under the Act and, in 
addition, to maintain the amount of coverage 
presently available to Applicants as joint insureds 
under the Existing Bond at the substantially re- 
duced cost resulting from the joint coverage and 
broader sharing of premium cost under the Exist- 
ing Bond. 


Most of the other insureds under the Existing 
Bond are either affiliated persons or affiliated per- 
sons of an affiliated person of one or both of the 
Funds, typically because such other insureds are 
under common control with the Funds’ investment 
adviser. Since the additional coverage provided 

by the Existing Bond would not satisfy the provi- 
sions of paragraph (b) of Rule 17g-1, the partici- 
pation of these other insureds would not be ex- 
empted from Section 17(d) of the Act and the 
rules thereunder. However, because the proposed 
dual bonding plan outlined above would provide 
both the coverage required by Rule 179-1 and 
additional coverage at a cost below that which 
Applicants would have to pay if they were to 
purchase the same coverage themselves, Appli- 
cnats believe that the implementation of the plan 
as outlined is fair, equitable, and desirable for each 
of Applicants. 


Rule 17d-1 under the Act provides, in pertinent 
part, that the Commission may, upon application, 
approve participation by an affiliated person or an 
affiliated person of an affiliated person of a regis- 
tered investment company in a joint enterprise 

or other joint arrangement or profit-sharing plan, 
as defined in Rule 17d-1(c), after considering 
whether the participation of such registered in- 
vestment company in such joint enterprise, joint 
arrangement or profit-sharing plan on the basis 
proposed is consistent with the provisions, poli- 
cies and purposes of the Act and the extent to 
which such participation is on a basis different 
from or less advantageous than that of other par- 
ticipants. 


NOTICE IS FURTHER GIVEN that any inter- 
ested person may, not later than February 10, 
1976, at 5:30 p.m., submit to the Commission 
in writing a request for a hearing on the matter 
accompanied by a statement as to the nature 
of his interest, the reason for such request, and 
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the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be no- 
tified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy 
of such request shall be served personally or by 
mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) 
upon Applicants at their respective addresses 
stated above. Proof of such service (by affidavit, 
or in case of an attorney at law, by certificate) 
shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, 

an order disposing of the application herein will 
be issued as of course following February 10, 
1976, unless the Commission thereafter orders 
a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hear- 
ing or advice as to whether a hearing is ordered 
will receive notice of further developments in 
this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Invest- 
ment Management Regulation, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9126/January 16, 1976 


In the Matter of 


PEACHTREE EQUITY SECURITIES, INC. 
34 Peachtree Street, N. W. 
Atlanta, Georgia 30303 


(812-3660) 


NOTICE OF FILING OF APPLICATION PUR- 
SUANT TO SECTION 6(c) OF THE ACT FOR 
ORDER GRANTING EXEMPTION FROM 
RULE 22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Peachtree 
Equity Securities, Inc. (‘Applicant’), regis- 
tered under the Investment Company Act of 
1940 (the “Act”’) as a diversified, open-end 
management investment company, filed an 
application on June 27, 1974, and Amended 
and Restated Applications (the ““Application’’) 
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on July 21, 1975, and December, 1975, pursuant 
to Section 6(c) of the Act for an order of the 
Commission exempting the secondary market 
operations of dealers in Applicant's shares from 
the provisions of Rule 22c-1(a) under the Act in 
order to permit trading in such shares at the bid 
and asked prices in the over-the-counter market. 
All interested persons are referred to the Applica- 
tion on file with the Commission for a statement 
of the representations therein, which are summar- 
ized below. 


On July 17, 1973, Applicant sold 1,093,598 shares 
of Common Stock to an underwriting syndicate 
formed for the purpose of distributing its shares. 
The Applicant does not continuously offer its 
shares to the public for sale and does not issue new 
shares except in connection with its Dividend Re- 
investment Plan, pursuant to which a nominal 
number of new shares are issued to the Dividend 
Reinvestment Agent for distribution to Applicant's 
shareholders. Even though Applicant does not con- 
tinuously offer its shares, it does continuously offer 
to redeem its shares at the next computed net 
asset value as required by Rule 22c-1. Applicant's 
shares are also traded in the over-the-counter mar- 
ket at prices which vary from the next computed 
net asset value per share. 


A shareholder wishing to redeem shares may do so 
by tendering the shares directly, or through any 
registered securities dealer, to the Bank of New 
York, the Applicant’s redemption agent (‘“Redemp- 
tion Agent”). The redemption price is the net asset 
value per share next determined after the initial re- 
ceipt by either the Redemption Agent or the regis- 
tered securities dealer of proper notice of redemp- 
tion. Because the net proceeds to a shareholder from 
a redemption may be greater than or less than the 
net proceeds from a sale of the shares in the over-the- 
counter market, the Redemption Agent is irrevocably 
authorized in its discretion, after the receipt of no- 
tice of redemption and upon the determination of the 
applicable redemption price, to check the over-the- 
counter market for the account of the redeeming 
shareholder if a price can be obtained which will re- 
turn to such shareholder an amount in cash, net 
after deducting brokerage commissions, transfer 
taxes and other charges, equal to or in excess of 

the redemption price for such shares. 


Rule 22c-1 under the Act provides that no registered 
investment company issuing any redeemable security, 
no person designated in such issuer’s prospectus as 
authorized to consummate transactions in any such 
security, and no principal underwriter of, or dealer 
in, any such security shall sell, redeem, or repurchase 
any such security except at a price based on the cur- 
rent net asset vaiue of such security which is next 
computed after receipt of a tender of such security 
for redemption or of an order to purchase or sell 
such security. For the purpose of the rule, the cur- 
rent net asset value of any such security is that 


Stor 
que 
of t 


att 
bast 
the 








computed on each day during which the New York 
Stock Exchange is open for trading, not less fre- 
quently than once daily as of the time of the close 
of trading on such Exchange. 


| Adealer purchasing or selling Applicant's shares 
at the current market price, and not at a price 
based on the next computed net asset value, may, 
therefore, be considered in violation of the Rule. 


Applicant requests that such a dealer be exempted 
from the rule in connection with any transaction 
n Applicant’s shares. 


Applicant has applied to the NASDAQ Committee 
| of the National Association of Securities Dealers, 
Inc. (the ““NASD’’) to have Applicant’s shares 
listed on the NASD Automated Quotation System 
(“NASDAQ”) at the bid and asked prices, and the 
NASD has proposed an amendment to Schedule D 
of its By-laws which would permit the listing of 
Applicant's shares on NASDAQ. In connection 
with this listing of Applicant’s shares, a symbol 
would appear next to the quotation of Applicant’s 
shares on NASDAO which would refer a broker 
or dealer making inquiry of the market in Appli- 


cant’s shares to the NASD or NASDAO code books. 


The code book would contain language stating, 
essentially, that the issuer is a registered invest- 
ment company and that the shares are redeem- 
able by the issuer at the net asset value next com- 
uted after proper notice. The code book would 
also direct a member's notice to the Board of 
Governor’s interpretation with respect to the 
execution of retail transactions in the over-the- 
counter market which requires members and 
persons associated with members to use reason- 
able diligence to ascertain the best market for 
the security and to buy or sell in that market so 
that the price to the customer is as favorable as 
possible under the prevailing market conditions. 


The listing of Applicant’s shares on NASDAQ, 
Applicant asserts, will help to insure that cus- 
tomers receive the best possible price in the ex- 
ecution of their orders by making generally avail- 
able the most widely disseminated and reliable 
quotations of Applicant’s shares. 


Existing shareholders of the Applicant will receive 
information regarding the various alternatives 
available to them in disposing of Applicant's 

shares, together with a discussion of each such 
alternative, in each regular quarterly mailing of 
Applicant. Such information and discussion 

will also be provided each new shareholder of 

the Applicant when share certificates are presented 
for transfer into the name of the new shareholder. 


In Investment Company Act Release No. 5519, 
16, 1968, adopting Rule 22c-1, two 






pecific purposes of the Rule were set forth: 









(a) To eliminate or reduce so far as reasonably 
practicable any dilution in the value of out- 
standing redeemable securities of registered 
investment copanies through (i) the sale of 
such securities at a price below their net asset 
value or (ii) the redemption or repurchase of 
such shares at a price above their net asset 
value. 


(b) To eliminate or reduce so far as reasonably 
practicable other results, aside from dilution, 
which derive from the sale, redemption or re- 
purchase of securities of registered investment 
companies and which are unfair to the holders 
of such outstanding securities, specifically, to 
eliminate or reduce (i) speculative trading prac- 
tices which affect management's decision to 
invest what it believes to be speculators’ money 
and (ii) the need for management to effect 
untimely liquidations upon redemption of 
speculators’ securities. 


Applicant contends that since it is not issuing shares, 
and will itself redeem shares in accordance with the 
rule, the secondary trading in its shares by dealers 
on the over-the-counter market will not result in any 
dilution of the interests of Applicant's shareholders. 
Applicant also claims that the secondary trading 
market in Applicant's shares will not encourage 
speculative trading practices because of the duties 

of brokers and dealers to their customers. 


Section 6(c) of the Act authorizes the Commission 
to exempt any person, security or transaction, or 
any class or classes of persons, securities or transac- 
tions from any provision or provisions of that Act 
or of any rule or regulation thereunder if and to the 
extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly intend- 
ed by the policies and provisions of the Act. Appli- 
cant submits that the proposed exemption is reason- 
able and fair and is necessary and appropriate in the 
public interest and consistent with protection of in- 
vestors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 10, 1976, at 
5:30 p.m. submit to the Commission in writing a 
request for hearing on the matter accompanied by 

a statement as to the nature of his interest, the rea- 
son for such request and the issues, if any, of fact 
or law proposed to be controverted, or such person 
may request that he be notified if the Commission 
shall order a hearing thereon. Any such communica- 
tion should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. 

A copy of such request shall be server personally 

or by mail (air mail if the person being served is 
located more than 500 miles from the point of mail- 
ing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in the case 
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of an attorney at law, by certificate) shall be filed 
contemporaneously with the request. At any 
time after said date, as provided by Rule 0-5 of 
the Rules and Regulations promulgated under 
the Act, an order disposing of the Application 
herein will be issued as of course following Feb- 
ruary 10, 1976, unless the Commission there- 
after orders a hearing upon the request or upon 
the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing 
is ordered, will receive notice of further develop- 
ments in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9127/January 19, 1976 


In the Matter of 


HARRIS J. ASHTON 

c/o General Host Corporation 
245 Park Avenue 

New York, New York 10017 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 9(c) FOR EXEMPTION 
FROM SECTION 9(a) OF THE INVESTMENT 
COMPANY ACT OF 1940 


NOTICE IS HERE GIVEN that Harris J. Ashton 
has filed an application pursuant to Section 9(c) 
of the Investment Company Act of 1940 (‘‘Act’’) 
for an order unconditionally exempting Ashton 
from the provisions of Section 9(a) of the Act. 
All interested persons are referred to the applica- 
tion on file with the Commission for a statement 
of the representations made therein which are 
summarized below. 


On January 17, 1973, the Securities and Exchange 
Commission commenced a civil action against ten 
individual and corporate defendants, including - 
Ashton, to enjoin violations of provisions of the 
cited statutes and rules thereunder. 


On December 6, 1973, a stipulation of settlement 
was entered into between the Commission and 
Ashton; thereafter a final judgment of permanent 
injunction and mandatory relief (the ““Judgment’”’) 
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was entered in the action permanently enjoining 
Ashton from violating the cited statutes and 
rules, and ordering certain ancillary relief. As a 
part of such relief, Ashton resigned as a Director 
of Franklin Custodian Fund on condition that he 
not reapply to become affiliated with a registered 
investment company for one year from the date 
of entry of the Judgment. 


Section 9(a)(2) of the Act, makes it unlawful for 
any person who, by reason of any misconduct, 

is permanently or temporarily enjoined by order, 
judgment, or decree of any court of competent 
jurisdiction from engaging in or continuing any 
conduct or practice in connection with the pur- 
chase or sale of any security to serve or act in 
the capacity of employee, officer, director, mem- 
ber of advisory board, investment adviser or 
depositor of any registered investment company 
or principal underwriter for any registered open- 
end company, registered unit investment trust, 
or registered face amount certificate company. 


Section 9(c) provides that upon application, the 
Sommission shall by order grant such application, 


either unconditionally or on an appropriate tem- 
oraiy other conditional basis, if it is estab- 
ished tf at the prohibitions of Section 9(a), as 


applied <o the applicant, are unduly or dispropor- 
tionately severe or that the conduct of such per- 
son has been such as not to make it against the 
public interest or protection of investors to grant 
such application. 


Ashton submits pursuant to Section 9(c) that 
the prohibitions of Section 9(a) of the Act, to 
the extent applicable by virtue of the entry of 
Judgment, would be unduly and disproportion- 
ately severe as applied to Ashton and that the 
conduct of Ashton has been such as not to make 
it against the public interest or the protection of 
investors for the Commission to grant a perma- 
nent exemption from the provisions of Section 


9(a) of the Act. In support thereof, Ashton states: 


The activities of Ashton with regard to the trans- 
actions complained of in the Commission’s com- 
plaint were for the benefit of General Host Cor- 
poration and not for the direct pecuniary benefit 
of Ashton and there was no intent to violate the 
law; Ashton is in compliance with the terms of 
the judgment entered against him in the action; 
Ashton has never before been required to apply 
for an exemption from the provisions of Section 
9(a) of the Act; The application of the law, the 
violation of which was charged against Ashton in 
the Commission’s complaint, is complex, and, at 
the time of the transaction complained of, was 
uncertain; Ashton has never been disciplined by 
any bar association nor, to his knowledge, has 
there ever been a complaint filed against him. Ex- 
cept for the judgment on consent giving rise to 
this application, Ashton has never had judgment 
entered against him in any civil or criminal pro- 
ceeding of any nature. 












NOTICE IS FURTHER GIVEN that any inter- 
ested person may, not later than February 20, 
1976 at 5:30 p.m., submit to the Commission 
in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of 
his interest, the reason for such request, and 
the issues of fact or law proposed to be contro- 
verted, or he may request that he be notified if 
the Commission shall order a hearing thereon. 
Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air 
mail if the person being served is located more 
than 500 miles from the point of mailing) upon 
Ashton care of Messrs. Cleary, Gottlieb, Steen 
& Hamilton, Edmund H. Kerr, Esq., 1 State 
Street Plaza, New York, New York 10004. 

Proof of such service (by affidavit or in the case 

of an attorney at law by certificate) shall be 

filed contemporaneously with the request. As 

provided in-Rule 0-5 of the Rules of Regulations 

promulgated under the Act, an order disposing 

of the application herein may be issued by the 

Commission as of course following such date 

unless the Commission thereafter orders a hear- 

ing upon request or upon the Commission’s 

own motion. Persons who request a hearing, 

or advice as to whether a hearing is ordered, 

will receive any notices and orders issued in 

this matter, including the date of the hearing 
p, ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9128/January 19, 1976 


In the Matter of 


EDIE SPECIAL INSTITUTIONAL FUND, INC. 
530 Fifth Avenue 
New York, New York 10036 


(811-1824) 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT THE COMPANY HAS CEASED 
TO BE AN INVESTMENT COMPANY 





AP OTIcE 1s HEREBY GIVEN that Edie Special 
| Institutional Fund, Inc. (““Applicant”’), an open- 








end, diversified management investment com- 
pany registered under the Investment Company 
Act of 1940 (“Act”), filed an application on 
November 5, 1975, pursuant to Section 8(f) 

of the Act for ah order of the Commission de- 
claring that Applicant has ceased to be an invest- 
ment company as defined in the Act. All inter- 
ested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant was incorporated under the laws of the 
State of Delaware on February 28, 1969 and re- 
gistered under the Act by filing a Form N-BA 
Notification of Registration on March 6, 1969. 
Thereafter, it filed a Registration Statement 
under the Act on Form N-8B-1 and a Registra- 
tion Statement under the Securities Act of 1933 
on Form S-5. The Registration Statement on 
Form S-5 under the Securities Act of 1933 was 
filed on March 6, 1969, and became effective on 
August 21, 1969. Shares of Applicant were pub- 
licly offered on such date and until October 23, 
1975. 


On October 24, 1975, Applicant was merged with 
and into Edie Special Growth Fund, Inc. (“Growth”) 
pursuant to an Agreement and Plan of Merger dated 
as of August 7, 1975, between Applicant and Growth 
also an open-end, diversified management investment 
company registered under the Act. This transaction 
was approved by the Boards of Directors of Appli- 
cant and of Growth on August 7, 1975, and was 
approved by the stockholders of Applicant and of 
Growth on October 23, 1975, at their respective 
annual meetings of stockholders. Pursuant to the 
Agreement and Plan of Merger, all of the outstand- 
ing shares of capital stock of Applicant were con- 
verted into a number of shares of Growth determined 
on the basis of the relative net asset values of Appli- 
cant and Growth. All assets and liabilities of Applicant 
were transferred by operation of law to Growth, and 
the separate corporate existence of Applicant was 
terminated by operation of law. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, upon application, 
finds that a registered investment company has 
ceased to be an investment company, it shall so 
declare by order, and upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 12, 1976, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he 

may request that he be notified if the Commission 
shall order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities 
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and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served 
personally or by mail (air mail if the person being 
served is located more than 500 miles from the 
point of mailing) upon Applicant at the address 
stated above. Proof of such service (by an affi- 
davit, or in the case of an attorney at law, by 
certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 

of the Rules and Regulations promulgated under 
the Act, an order disposing of the application 
will be issued as of course following said date 
unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or ad- 
vice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this 
matter, including date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Invest- 
ment Management Regulation, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9129/January 19, 1976 


In the Matter of 


TAX EXEMPT BOND FUND 

c/o Wellington Management Corporation 
28 State Street 

Boston, Massachusetts 02109 


(811-2399) 


NOTICE OF PROPOSAL TO TERMINATE RE- 
GISTRATION PURSUANT TO SECTION 8(f) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (’’Act’’), to declare 

by order upon its own motion that Tax Exempt 
Bond Fund (“Bond Fund”’), registered under the 
Act as an open-end investment company, has 
ceased to be an investment company as defined 

in the Act. 


Bond Fund registered under the Act on August 
13, 1973 and it registered its common stock 


1128/SEC DOCKET 


for a proposed public offering under the Securities 
Act of 1933 (File No. 2-48840). No public offer- 
ing was actually made and the Commission, by 
order dated November 21, 1974, declared the re- 
gistration statement abandoned pursuant to Rule 
479 under the Securities Act of 1933. Information 
available to the Commission indicates that Bond 
Fund never had any assets and never engaged in 
any business, and has no intention of doing any 
business. The Commission accordingly believes it 
appropriate to deregister Bond Fund pursuant to 
Section 8(f) of the Act. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission on its own motion or 
upon application finds a registered investment com- 
pany has ceased to be an investment company, it 
shall so declare by order, and, upon the effective- 
ness of such order the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 12, 1976, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 
by a statement as to the nature of his interest, 

the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission 
shall order a hearing thereon. Any such communica- 
tion should be addressed: Secretary, Securities 


and Exchange Commission, Washington, D. C. 20549. 


A copy of such request shall be served personally 
or by mail (air mail if the person being served is 
located more than 500 miles from the point of 
mailing) upon Bond Fund at the address stated 
above. Proof of such service (by affidavit, or in 
case of an attorney at law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the matter will be issued as of course following 
said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9130/January 19, 1976 


in the Matter of 


INVENTURE CAPITAL CORP. 
441 Stuart Street 
Boston, Massachusetts 02116 


(811-1769) 


NOTICE OF FILING OF APPLICATION PUR- 
SUANT TO SECTION 8(f) OF THE ACT FOR 
AN ORDER DECLARING THAT APPLICANT 
HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Inventure 
Capital Corp. (““Applicant’’), registered under 
the Investment Company Act of 1940 (“Act’’) 
as a closed-end, non-diversified management 
investment company, has filed an application 
on November 17, 1975 and an amendment 
thereto on December 19, 1975, for an order 

of the Commission, pursuant to Section 8(f) 

of the Act, declaring that Applicant has ceased 
to be an investment company as defined in the 
Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained 
therein, which are summarized below. 


Applicant, a Massachusetts corporation, regis- 
tered under the Act by filing its Notification 
of Registration on Form N-8A under the Act 
on November 22, 1968. On March 31, 1975, 
Applicant and Steadman American Industry 
Fund, Inc. (“Steadman”), also a registered 
investment company under the Act, entered 
into an Agreement and Plan of Reorganization 
(the Agreement”) providing for the acquisition 
of substantially all the net assets of Applicant 
by Steadman and the liquidation and subse- 
quent dissolution of Applicant. On September 
3, 1975, the shareholders of Applicant ap- 
proved the Agreement by a vote of more than 
two-thirds of the outstanding voting securities 
of Applicant. The transactions contemplated 
by the Agreement were subsequently consum- 
mated on September 8, 1975. Pursuant to 

the Agreement, Steadman acquired substan- 
tially all of the assets of Applicant in exchange 
for shares of Steadman which have been 
credited to Applicant’s shareholders. 


Applicant states that since September 8, 1975, 
ithas had no shareholders and has conducted 
no business. Applicant represents that at the 
present time it has no assets other than a cash 
eserve of $84,000 which has been retained to 
discharge any unpaid liabilities and to pay the 





expenses of dissolution. Applicant states that its 
Board of Directors has recently determined to 

pay $34,000 of such funds to Steadman to be 
allocated to Applicant’s shareholders as of Sep- 
tember 8, 1975. Pursuant to the Agreement, such 
allocation will be made in shares of Steadman at 
the same exchange ratio as shares were credited 

to such shareholders on the Closing Date of the 
Agreement. It is submitted that the balance of 
such cash reserve after all liabilities and expenses 
are paid will similarly be paid to Steadman to be 
credited on the same basis to shareholders of 
Applicant as of September 8, 1975. Former 
shareholders of Applicant who are no longer share- 
holders of Steadman at the time of such allocations 
will receive their pro rate share of the cash reserve 
in cash instead of in shares of Steadman. It is stated 
that the cash reserve is being held in a checking 
account at The First National Bank of Boston with 
the check book being maintained by Applicant's 
counsel, Choate, Hall & Stewart. Checks drawn 

on such account in an amount over $5,000 require 
the signature of two directors, one of whom must 
be an independent director of Applicant. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased 
to be an investment company, it shall so declare vy 
order, and upon the taking effect of such order the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 13, 1976, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied 

by a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or 

by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof 

of such service (by affidavit, or in case of an attor- 
ney at law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under 

the Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is-ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
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authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9131/January 19, 1976 


In the Matter of 


PACIFIC FIEDLITY LIFE INSURANCE 
COMPANY 


PFL VARIABLE ANNUITY FUND I 
PFL VARIABLE ANNUITY FUND II 
PFL VARIABLE ANNUITY FUND III 
PFL VARIABLE ANNUITY FUND IV 
PFL VARIABLE ANNUITY FUND V 
PFL VARIABLE ANNUITY FUND VI 


PIEDMONT CAPITAL CORPORATION 
and 


WESTAMERICA FINANCIAL CORPORATION 
10100 Santa Monica Boulevard 
Los Angeles, California 90067 


(812-3856) 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR AN ORDER OF EXEMP- 
TION FROM SECTIONS 26(a) AND 27(c)(2) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Pacific Fidelity 
Life Insurance Company (““PFL”’), a California 
stock life insurance company, PFL Variable An- 
nuity Fund |, PFL Variable Annuity Fund II, 
PFL Variable Annuity Fund III, PFL Variable 
Annuity Fund !V, PFL Variable Annuity Fund 
V, PFL Variable Annuity Fund VI (collectively 
referred to as ““Funds”), separate accounts of 
PF L registered under the Investment Company 
Act of 1940 (“‘Act’’) as unit investment trusts, 
Piedmont Capital Corporation'and Westamerica 
Financial Corporation (collectively referred to 
as “’Co-principal Distributors’’), co-principal 
underwriters for the variable annuity con- 

tracts issued by the Funds, (PFL, the Funds 
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and the Co-principal Distributors collectively refer- 
red to as ““Applicants’’), filed an application on 
September 2, 1975, and an amendment thereto on 
January 2, 1976, pursuant to Section 6(c) of the 
Act, for an order of exemption from the provisions 


of Sections 26(a) and 27(c)(2) of the Act. All inter- 


ested persons are referred to the application on file 
with the Commission for a statement of the repre- 
sentations therein, which are summarized below. 


Each of the Funds was established as a separate 
account of PFL for the purpose of funding indi- 
vidual variable annuity contracts which will be 
offered and sold to the public. Funds I, III and V 
are designed to fund variable annuity contracts 
which are qualified for special tax treatment under 
sections 401, 403(b) and 408 of the Internal Re- 
venue Code, and Funds I!, |1V and VI are designed 
to fund individual non-tax qualified variable an- 
nuity contracts. The Funds will invest the pur- 
chase payments they receive pursuant to the con- 


tracts, less deductions, in shares of diversified open- 


end investment companies; the assets of Funds | 
and I! will be invested in the shares of Lexington 
Research Fund, Inc., the assets of Funds II! and 
IV will be invested in shares of Lexington Growth 
Fund, Inc., and the assets of Funds V and VI will 
be invested in shares of Lexington Income Fund, 
Inc. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2), in pertinent part, pro- 
vide that a registered unit investment trust and 
any depositor or underwriter for such trust are 
prohibited from selling periodic payment plan 
certificates unless the proceeds of all payments 
(except amounts deducted for sales load) are de- 
posited with a qualified bank as trustee or custo- 
dian under an agreement containing specified pro- 
visions. Such agreement must provide, in part, that 
(1) the custodian bank shall have possession of all 
the property of the unit investment trust and shall 
segregate and hold the same in trust; (2) the custo- 
dian bank shall not resign until either the unit 
investment trust has been liquidated or a successor 
custodian has been appointed; (3) the custodian 
may collect fees from the income and if necessary 
from the corpus of the trust for services performed 
and for reimbursement of expenses incurred; and 


(4) no payment to the depositor or principal under- 


writer shall be allowed the custodian bank as an 
expense, except a fee, not exceeding such reason- 
able amount as the Commission may prescribe, as 


compensation for performing bookkeeping and other 


administrative expenses normally performed by the 
custodian. 


Applicants request an exemption from Sections 
26(a) and 27(c)(2) to permit the proceeds of all 
payments under the variable annuity contracts 

to be held by PFL and to permit PFL to otherwise 





perform the tasks customarily handled by the 
custodian. Applicants state that its status as a 
regulated instrance company, and its obligations 
as an insurance company to its variable annuity 
contract owners, substantially provide the pro- 
tection contemplated by the requirements of 
Sections 26(a) and 27(c)(2). Applicants have 
consented to the requested exemptions being 
made subject to the following conditions: 


(1) that the charges to variable annuity 
contract owners for administrative ser- 
vices shall not exceed such reasonable 
amounts as the Commission shall pre- 
scribe, jurisdiction being reserved for such 
purpose, and 


(2) that the payment of sums and charges 

out of the assets of the Funds shall not be 

deemed to be exempted from regulation 

by the Commission by reason of the re- 

quested order, provided that the Appli- 

cants’ consent to this condition shall not 

be deemed to be a concession to the Com- 

mission of authority to regulate the pay- 

ment of sums and charges out of such 

assets other than the charges for adminis- 

trative services, and Applicants reserve the 

right in any proceeding before the Commis- 

sion or in any suit or action in any court 

to assert that the Commission has no auth- 
) ority to regulate the payment of such other 

sums or charges. 


Section 6(c) authorizes the Commission to exempt 
any person, security, or transaction or any class 

or classes of persons, securities or transactions 

from any provisions of the Act and Rules promul- 
gated thereunder if such exemption is necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of 

the Act. 


NOTICE IS FURTHER GIVEN that any inter- 
ested person may, not later than February 12, 
1976, at 5:30 p.m., submit to the Commission 
in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of 
his interest, the reason for such request and the 
issues of fact or law proposed to be controverted, 
or he may request that he be notified if the 
Commission shall order a hearing thereon. Any 
such communication should be addressed: Sec- 
retary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air 
mail if the person being served is located more 
than 500 miles from the point of mailing) upon 
Applicants at the address stated above. Proof of 
such service (by affidavit or in case of an attor- 
y at law by certificate) shall be filed contem- 
poraneously with the request. As provided by 












Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the 
application will be issued as of course following 
February 12, 1976, unless the Commission 
orders a hearing on request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices.and orders 
issued in this matter including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9132/January 21, 1976 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-3885) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 28(c) OF THE 
INVESTMENT COMPANY ACT OF 1940 (“ACT”) 
APPROVING AN AMENDMENT TO A DEPOSI- 
TORY AGREEMENT COVERING FACE-AMOUNT 
CERTIFICATES ISSUED BY APPLICANT 


NOTICE !S HEREBY GIVEN that Investors Syndi- 
cate of America, Inc. (“Applicant”), a face-amount 
certificate company registered under the investment 
Company Act of 1940 (“Act’’), has filed an applica- 
tion for an order pursuant to Section 28(c) of the 
Act approving the Supplemental Agreement dated 
October 16, 1975 (“Supplemental Agreement”) to 
the Depository Agreement dated November 14, 
1940, between Applicant and The Marquette 
National Bank of Minneapolis (“Bank”). 


Section 28(c) of the Act provides, to the extent here 
relevant, that the Commission shall, by order, in the 
public interest or for the protection of investors, re- 
quire a registered face-amount certificate company 
to deposit or maintain, witha bank having specified 
qualifications, all or any part of its investments 
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required as certificate reserves under the provisions 
of Section 28(b) of the Act. 


On November 16, 19740, the Commission issued an 
order (Investment Company Act Release No. 18) 
approving the Depository Agreement requiring 
Applicant to deposit and maintain, in accordance 
with the terms and conditions set forth in the De- 
pository Agreement with the Bank or with some 
other trustee or trustees having the qualifications 
required by paragraph 1 of Section 26(c) of the 
Act, qualified assets at least equal to the certificate 
reserve requirements of Section 28 of the Act for 
certain outstanding certificates. 


Subsequently, the Commission has issued orders, 
contained in Investment Company Act Release 
Nos. 792, 1895, 3105, 3552, 3751, 4390, 6810, 
8551 and 8821, granting applications for amend- 
ments to the Depository Agreement to include 
coverage of new series of securities proposed to 
be issued by Applicant. 


Previously, Applicant has applied for, and has re- 
ceived, a separate order from the Commission 
for each new series of face-amount certificates 
it has issued, notwithstanding the fact that the 
various supplemental agreements did not make 
any changes of substance in the original Agree- 
ment. Applicant believes that no useful purpose 
is served by continuing to apply for a new order 
where the only change in the Depository Agree- 
ment, which has received favorable Commission 
action on ten occasions since 1940, is to add a 
new certificate series designation. The Supple- 
mental Agreement for which approval is re- 
quested by Applicant will apply to a new series 
of face-amount certificates to be designated 
Series 176 as well as all other face-amount cer- 
tificates issued by Registrant, both in the past 
and in the future. 


Applicant asserts that the Depository Agreement 
as amended by the subject Supplemental Agree- 
ment continues to be appropriate for the protec- 
tion of investors, as it has since 1940. In sup- 
port of this assertion Applicant states that the 
Supplemental Agreement will be subject to all 
of the terms and conditions contained in the 
foregoing orders of the Commission relating to 
the Depository Agreement and Subsequent 
Amendments thereto. 


Accordingly, Applicant agrees to file with the 
Commission on or before the twentieth days 
of January, April, July and October of each ~ 
year a statement showing the values of assets 
on deposit to meet certificate liability require- 
ments and the amount of such certificate lia- 
bility requirements. The values and amount 
are to be determined as of the last day of the 
preceding month. Market or fair values are to 
be shown as well as values determined in 
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accordance with the provisions of the Code of the 
District of Columbia and the rules, regulations and 
orders prescribed by the Commission. Applicant 
further agrees that each new series will be subject 
to the registration and prospectus requirements of 
the Securities Act of 1933. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 20, 1976, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the rea- 
son for such request and the issues of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hear- 
ing thereon. Any such communication should be 


addressed: Secretary, Securities and Exchange Com- 


mission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air 
mail if the person being served is located more than 
500 miles from the point of mailing) upon Appili- 
cant at the address stated above. Proof of such ser- 
vice (by affidavit, or in case of an attorney at law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following said date unless the Com- 
mission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons 


who request a hearing or advice as to whether a hear- 


ing is ordered will receive any notices and orders 
issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9133/January 22, 1976 


In the Matter of 


ASTRON FUND, INC. 
FRANK RUSSELL CO., INC. 


1100 One Washington Plaza 
Tacoma, Washington 98402 


(812-3706) 
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ORDER PURSUANT TO SECTION 6(c) GRANTING 
CERTAIN EXEMPTIONS FROM THE PROVISIONS 
OF SECTIONS 15(a), 16(a), 17(e), 30(a), 30(b) AND 
30(d) OF THE ACT AND APPLICABLE RULES 
THEREUNDER AND ORDER PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 174-1 
THEREUNDER PERMITTING CERTAIN PROPOSED 
TRANSACTIONS 


On December 24, 1975, a notice was issued (Invest- 
ment Company Act Release No. 9095) of the filing 
of an application by Astron Fund, Inc. (“Fund”), 
aclosed-end investment company registered under 
the Investment Company Act of 1940 (“Act’’), and 
Frank Russell Co., Inc., a broker-dealer registered 
under the Securities Exchange Act of 1934 (Fund 
and Russell are collectively referred to herein as 
“Applicants”’), for an order pursuant to Section 

6lc) of the Act exempting Applicants to the extent 
requested from the provisions of Sections 15(a), 
16(a), 17(e), 30(a), 30(b) and 30(d) of the Act 

and the applicable rules thereunder and pursuant 

to Section 17(d) and Rule 17d-1 for an order per- 
mitting certain transactions in connection with 
Fund's ongoing liquidation as a registered invest- 
ment company. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dis- 
posing of the application would be issued as of 


uest for a hearing has been filed, and the Commis- 
sion has not ordered a hearing. 


ye unless a hearing should be ordered. No re- 


&. 


The matter having been considered, it is found 
that the granting of the requested exemptions 

is appropriate in the public interest and consis- 
tent with the protection of investors and the 
purposes fairly intended by the policy and pro- 
visions of the Act. It is also found that the parti- 
cipation of Fund in the transactions set forth in 
the application on the basis proposed is consis- 
tent with the provisions, policies, and purposes 
of the Act and is not on a basis less advantage- 
ous than that of the other participants. 


Accordingly, IT 1S ORDERED, pursuant to Sec- 
tion 6(c) of the Act, that the application for 
certain exemptions from the provisions of 
Sections 15(a), 16(a), 17(e), 30(a), 30(b} and 
30(d) of the Act and the applicable rules 
thereunder be, and it hereby is, granted, effec- 
tive forthwith. 


TIS FURTHER ORDERED, pursuant to Sec- 
tion 17(d) of the Act and Rule 17d-1 there- 
under, that the application to permit the pro- 
posed transactions be, and it hereby is, granted 
effective forthwith. 







the Commission, by the Division of Invest- 
t Management Regulation, pursuant to 





delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 7238/January 19, 1976 


SEC v. ROTEX INTERNATIONAL, INC. 
(Civil Action File No. 76-54) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission announced that on January 12, 1976, 
a complaint was filed in the United States District 
Court for the District of New Jersey against Rotex 
International, Inc. (“"Rotex’’), a New Jersey cor- 
poration with its main office in Oxnard, California, 
Charles Stuart & Co. (“Stuart & Co.”’) a broker- 
dealer located in Paramus, New Jersey, Stuart Har- 
ris (“Harris’”’) its president, Paul Stevens (“Stevens”) 
former president and chief executive office of Exe- 
cutive Growth Plans, Inc. (“EGP’’), a predecessor 
company to Rotex, Earl Lapides (““Lapides”’) a re- 
gistered representative and principal employed at 
various broker-dealers at the time of the alleged 
violations and G. William Harrison (‘‘Harrison’’) 
president and chairman of the Board of Directors 
of Rotex. 


The Complaint seeks a Final Judgment of Perma- 
nent Injunction enjoining further violations of 

the registration, antifraud and bookkeeping pro- 
visions of the Securities Act of 1933 and the Se- 
curities Exchange Act of 1934. Among other things, 
the complaint alleges that defendants Stevens, La- 
pides and Rotex aided and abetted by defendants 
Harrison, Harris and Stuart & Co. sold a portion of 
150,000 unregistered shares of Rotex and EGP, its 
predecessor company. The shares sold were ac- 
quired by defendant Stevens in his capacity as an 
officer and director of EGP; it is alleged that in 
connection with the sale of these shares dependant 
Stevens made undisclosed cash payments to de- 
fendant Lapides to induce him to sell the unregis- 
tered securities to randomly chosen investors. Fur- 
thermore, it is alleged that defendant Stevens, 
aided and abetted by defendant Harrison, facili- 
tated and concealed the sale of the unregistered 
Rotex stock through the intention and/or negli- 
gent maintenance of Rotex’s transfer records. 


SEC DOCKET/1133 


The Complaint also alleges that the defendants in 
1973 and 1974 engaged in various acts and prac- 
tices and aided and abetted such acts that cre- 
ated a false and misleading appearance of bona- 
fide trading activity in EGP and Rotex stock. In 
addition, it is alleged that during the course of 
1974, defendant Harrison and Rotex prepared 
and disseminated to its shareholders and others, 
several releases which contained false and mis- 
leading statements concerning the business and 
operation of Rotex. Such releases were utilized 
by defendant Lapides in the solicitation of Ro- 
tex purchasers. 


It is also alleged that defendant Stuart & Co., 
aided and abetted by defendants Lapides and 
Harris, failed to make, keep current and pre- 
serve accurate records in violation of the 
bookkeeping provisions of the securities laws. 


The Commission’s Complaint also seeks an 
order against defendants Stevens and Lapides 
for disgorgement as the Court deems just and 
proper. 





Litigation Release No. 7239/January 19, 1976 


US v. BERNHARD DOHRMANN 
(N.D. CA 75-CR-723) 


Gerald E. Boltz, Regional Administrator of the 
Los Angeles Regional Office, Leonard H. Ros- 
sen, Associate Regional Administrator of the 
San Francisco Branch Office of the Securities 


and Exchange Commission, and James R. Brown- 


ing, Jr., United States Attorney for the North- 
ern District of California, announced that on 
January 9, 1976, Bernhard Dohrmann (“Dohr- 
mann”), president and sole shareholder of 
United States Tank Car Corporation 
(“U.S.T.C."), was sentenced by United States 
District Judge Stanley A. Weigel to a prison 
term of three years to be served at Lompoc 
Camp, Federal Correction Institution. 


The sentence was based on a plea of guilty 
on November 6, 1975 before Judge Weigel 
to one count of securities fraud which was 
committed by Dohrmann in connection 
with the offer and sale of the securities of 
U.S.T.C., namely, railroad tank cars coupled 
with mandatory management contracts. 


Dohrmann pleaded guilty to a criminal in- 
formation (U.S. v. Dohrmann, 75-CR-723 
[N.D. CA] ) which was filed by the United 
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States Attorney on October 17, 1975. The Infor- 
mation charged that between January 1, 1973, 
and August 3, 1973, Dohrmann violated Section 
17(a) of the Securities Act of 1933 in connec- 
tion with the offer and sale of railroad tank cars 
together with a management program for those 
tank cars. According to the information filed 

by the United States Attorney, Dohrmann sold 
nine tank cars and management contracts, at an 
offering price of approximately $30,000 each, 
to eight investors. These investors were told at 
the time of sale that their tank cars would be 
delivered within six weeks. Subsequently, in- 
vestors received documents purporting to be 
certificates of ownership of their tank cars, in- 
voices describing the cars, statements of income 
supposedly earned by their cars and checks said 
to represent rental income earned by their cars. 
The United States Attorney charged that, in 
fact, the nine tank cars were never purchased 


for investors by Dohrmann and that the $270,000 


in proceeds from the sale of the cars was convert- 
ed to the use and benefit of Dohrmann. 


ihe Information further charged that between 
August 31, 1973, and July 31, 1974, Dohrmann 
actively offered and sold U.S.T.C. 1973 Man- 
agement Program units to the public. By July 
31, 1974, 305 units had been sold for $9,012,- 
750. In addition, approximately $222,910 was 
accepted by U.S.T.C. as partial payment on 
another 42 units. The United States Attorney 
charged that Dohrmann made various misrepre- 
sentations in connection with the offer and sale 
of these securities. 


The Information resulted from a lengthy investi- 
gation conducted by the Commission. In Septem- 
ber 1974 the Commission filed a civil injunctive 
action in which Dohrmann has been preliminarily 
enjoined. 


For further information see Litigation Release 
Nos. 6512, 6520, 6573 and 7161. 





Litigation Release No. 7240/January 19, 1976 


SEC v. AMERICAN TRUSTEE AND LOAN 
ASSOCIATION, INC., et al. 
(E.D. Va., Alex. Div., Civil Action No. 75-536A) 


Paul F. Leonard, Administrator of the Washington 


Regional Office of the Securities and Exchange 


Commission, announced that on January 12, 1976, 


the Honorable Oren R. Lewis, United States Dis- 
trict Judge for the Eastern District of Virginia, 
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Alexandria Division, entered an order perma- 
nently enjoining American Trustee and Loan 
Association, Inc. (ATLA) and Dan H. Brown, 
il, both of Bryans Road, Maryland; Global 

| Dynamics Corporation (Global) of Jersey 

" Shore, Pennsylvania; The Society of the Holy 
Cross Bearers of Jesus Christ, Inc. of Oxon 

Hill, Maryland; and International Credit Asso- 

ciation, Inc. of Avis, Pennsylvania from fur- 

ther violations of the registration and anti- 
fraud provisions of the federal securities laws 
in connection with the offer and sale of un- 
registered securities in the form of invest- 
ment contracts, evidences of indebtedness, 
certificates of interest or participations in 
profit sharing agreements, and interests of 
instruments commonly known as securities, 

namely “Entrustment Deposits” and “12% 

Loan Participations”, among others. The 

order was entered after hearings on Novem- 

ber 24, 1975, and January 9, 1976. 


ATLA and Global remain in receivership 
pending further order of the Court. 


For further information see Litigation Release 
No. 7017, 7054, and 7111. 


' 
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SEC vy. DAL-TEX PETROLEUM CORPORATION, 
et al. 
(N.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that on January 
15, 1976, a civil complaint was filed in federal 
District Court at Dallas, Texas, against Dal-Tex 
Petroleum Corporation, Sam Spector, and 
William Spector, all of Dallas, seeking to enjoin 
them from violating the securities registration 
= antifraud provisions of the federal securities 

Ws. 


The complaint alleges that defendants Dal-Tex 
Petroleum Corporation, Sam Specotr and William 
Spector, violated the registration and antifraud 
provisions of the federal securities laws in con- 
nection with the offer and sale of fractional un- 
divided working interests in oil and gas leases 
located in Clay and Wichita Counties, Texas, 
offered by Dal-Tex Petroleum Corporation. 

The complaint also alleges that Dal-Tex offered 
these interests without filing any registration 


j t with the Securities and Exchange 
mission. 









The complaint further alleges that the interests 
were sold by Dal-Tex salesmen via long distance 
telephone calls and that misrepresentations and 
omissions of material facts were contained in the 
offer and sale of interests by such salesmen. Such 
alleged misrepresentations included statements 

as to the quality of the leases being offered and 
the prior ownership of such leases by major oil 
companies, and the past drilling record of Dal-Tex 
Petroleum Corporation and production from said 
wells. 


In a separate action, the Commission on January 
7, 1976, suspended the Regulation B exemption 
of Dal-Tex Petroleum Corporation concerning 
the E. Henderson No. 7 lease, located in Clay 
County, Texas, and the J. J. Perkins No. 2 lease, 
located in Wichita County, Texas. 





Litigation Release No. 7242/January 19, 1976 


SEC v. FINANCE SECURITIES, INC.., et al. 
(U.S. District Court of Hawaii, C.A. 75-0429) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office, announced today that on Decem- 
ber 31, 1975 the Honorable Samuel P. King of the 
U. S. District Court in Hawaii entered Final Judg- 
ments and Orders of Permanent Injunction against 
Finance Securities, Inc., Michael K. H. Limm, 
Francis Iwai, Clifford H. N. Yee, and Edward Y. S. 
Wong, prohibiting them from further violations of 
the antifraud provisions of the federal securities 
laws in connection with (1) the arrangement for 
the extension of credit by Finance Securities to 
Limm or any other customer, except in accordance 
with the rules and regulations of the Board of 
Governors of the Federal Reserve System and (2) 
the offer for purchase or purchase of United Ha- 
waiian Investment Corp. securities or any other 
security. 


The complaint also alleged that in connection with 
the offer for purchase or purchase of United Ha- 
waiian Investment Corp. securities, the defendants 
omitted to state material facts concerning, among 
other things, a material conflict of interest in the 
purchase of such security for Limm, including two 
prior arrangements to sell the sellers’ shares at 
higher prices to Limm, and the lack of current 
audited information upon which a seller could 
make an informed decision as to whether or not 
to sell such shares. 


The defendants consented to the entry of the 
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injunctions without admitting or denying the 
allegations. 





Litigation Release No. 7243/January 19, 1976 


SEC v. ROBERT B. GOODEN, et al. 
(C-76-66-OJC) 


Gerald E. Boltz, Regional Administrator of the 
Los Angeles Regiona! Office, and Leonard H. 
Rossen, Associate Regional Administrator of the 
San Francisco Branch Office of the Securities 
and Exchange Commission announced that on 
January 13, 1976, the Honorable Oliver J. Car- 
ter, United States District Judge for the Northern 
District of California, entered a Final Order of 
Permanent Injunction against Robert B. Gooden 
(“Gooden”), R. B. Gooden Associates, Inc. 
(“Associates”), R. B. Gooden Associates of 
California, Inc. (““ Associates of California”) 

and R. B. Gooden Financial Advisors (‘’Fi- 
nancial Advisors”) enjoining them from viola- 
tions of the registration, antifraud and reporting 
provisions of the Federal securities laws. 


The Defendants consented to the entry of the per- 
manent injunction without admitting or denying 
the allegations of the Commission’s complaint, 
which was filed on January 12, 1976. 


The complaint alleges violations of Sections 5(a) 
and 5(c) of the Securities Act of 1933 and Sec- 
tion 15(a) of the Securities Exchange Act of 1934 
by Gooden, a registered Investment Adviser, Asso- 
ciates and Associates of California in connection 
with their sale of interests in limited partnerships 
formed for the purpose of purchasing real proper- 
ty and apartment houses. 


The complaint further alleged violations by these 
Defendants of Section 17(a) of the Securities 
Act of 1933, Section 10(b) of the Securities Ex- 
change Act of 1934 and Rule 10b-5 thereunder 
and violations by Defendants Gooden and Fi- 
nancial Advisors of Sections 206(1) and (2) of 
the Investment Advisors Act of 1940. The com- 
plaint alleged that the Defendants made false and 
misleading statements and omitted to state ma- 
terial facts concerning the remuneration to be 
Paid to Gooden, Associates and Associates of 
California, the profit to be paid to Defendant | 
Gooden in the form of real estate commissions 
generated by the sale of property to and by cer- 
tain partnerships, and the fact and amount of 
profits to be derived by Gooden, Associates 

and Associates of California upon the sale by 
them of properties to certain limited partner- 
ships. 
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In addition, the complaint alleged that Gooden, 
aided and abetted by Financial Advisors, has 
violated: Section 206(4) of the Advisers Act by 
failing to notify clients of the place and manner 
in which their funds were being maintained and 
failing to cause a verification of said funds; Sec- 
tion 204 of the Advisers Act for failing to amend 
Gooden’s Form ADV after it had become inaccur- 
ate; and Section 205(1) of the Advisers Act for 
charging investment advisory fees based in part 
upon a capital appreciation of the funds of 
Gooden’s investment advisory clients. 





Litigation Release No. 7244/January 19, 1976 


SEC v. BRIGADOON SCOTCH DISTRIBUTORS, 
LTD.., et al. 
(SDNY, 74 Civil 5422) 


William D. Moran, Administrator of the New York 
Regional Office, announced today that the Honorable 
Morris E. Lasker of the United States District Court 
for the Southern District of New York has signed 
final judgments of permanent injunction restraining 
the Federal Coin Reserve, inc. (““FCR”) of Little 
Neck, New York, Mark Rauch (“M. Rauch”) of Bay- 
side, New York, Lawrence Corsa (““Corsa’’) of Miami, 
Florida, Paul Lipton (“Lipton”) of Whitestone, New 
York, Harold Rauch (“H. Rauch”) of Bayside, New 
York, Worldwide Capital, Inc. (““Worldwide’’) of 
Great Neck, New York, Emanuel Iwanier (“Ilwanier”) 
of Bayville, New York and Alfred Cito (“Cito”) of 
Bronx, New York from further violations of Sections 
5(a) and 5(c) of the Securities Act of 1933 (the regis- 
tration provisions) and Section 17(a) of the Securities 
Act of 1933, Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder (the antifraud 
provisions) in connection with their offer and sale to 
the public of investment interests in rare coin port- 
folios and/or scotch whiskey. The aforementioned de- 
fendants consented to the entry of the final judgments 
of permanent injunction without admitting or deny- 
ing the allegations in the Commission’s Complaint 
(SEC v. Brigadoon Scotch Distributors, Ltd., et al., 
74 Civil 5422 (SDNY)). 


Similar judgments of permanent injunction, by de- 
fault, have been entered against East Hook Purchas- 
ing Corp., Ltd. (“East Hook”) of Freeport, Grand 
Bahamas, Tower Enterprises, Inc. (“Tower”) of 
Freeport, Grand Bahamas, Highland-Dunes Scotch 
Investors of New England (““Highland-Dunes”’) of 
Lawrence, Mass., Louis Garston (“Garston”) of 
Andover, Mass., and Donald Levesque (“Levesque”) 
of Hudson, Mass. James Schreiber, Receiver for 
Brigadoon Scotch Distributors, Ltd. ana Glen-Loch 
Factors, Ltd. was also appointed Receiver for East 
Hook, Tower and Ighland-Dunes. 
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it should be noted that the judgments entered 
against FCR and its principals, M. Rauch and 
Corsa, specifically adopt the findings previously 
made by the court after the hearing on the Com- 
mission’s motion for a preliminary injunction. 
Those findings conclude that, among other things, 
FCR, M. Rauch and Corsa were offering and sell- 
ing unregistered securities to the public in the 
form of investment interests in rare coin portfo- 
lios. SEC v. Brigadoon Scotch Distributors, Ltd., 
et al., 388 F. Supp. 1288 (SDNY, 1975). In addi- 
tion, Judge Lasker signed orders directing FCR, 
M. Rauch and Corsa to disgorge all proceeds 
realized by virtue of their sales to the public of 

| investments in rare coin portfolios. 


Finally, Judge Lasker appointed Martin S. Siegel, 
Esq., as Receiver for FCR and empowered him to, 
among other things, take possession of all of 
FCR’s assets, prepare an accounting of funds re- 

| ceived and disbursed by FCR and its principals, 
and take any necessary or appropriate action in 
order to obtain funds subject to the orders of 
disgorgement. 


For further information, see Litigation Release 
Nos. 6640 and 6761. 





Litigation Release No. 7245/January 19, 1976 


SEC v. HARRY J. BINDER AND ARTHUR 
H. PIPER 
(E.D. Pa., Civil Action No. 76-127) 


Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on January 15, 1976, 
the Commission filed a complaint for permanent 
injunction against Harry J. Binder (Binder) of Jen- 
kintown, Pennsylvania and Arthur H. Piper (Piper) 

of Glenside, Pennsylvania charging them with vio- 
lations of Section 10(b) of the Securities Exchange 

Act of 1934 and Rule 10b-5 thereunder. 


The Commission’s complaint alleges that during the 
period from November 1, 1974, through December 
1974, Binder and Piper engaged in a securities trad- 
ing and check manipualtion scheme whereby securi- 
ties worth more than $4,000,000 were purchased 

; and sold through two brokerage firms. The complaint 
further alleges that Binder and Piper made payment 
for the purchases with checks drawn on a bank ac- 
count when the account had insufficient funds to 
cover the checks. The losses incurred as a result of 
the sales of securities and from the returned checks 
given in payment for the securities were more than 
$300,000. 





connection with the securities purchases, the com- 
piaint charges that Binder and Piper made misrepre- 
sentations of material facts concerning Binder’s true 


financial condition and the sources and availability 
of funds used to purchase securities. 





Litigation Release No. 7246/January 21, 1976 
US v. CHRISTOS L. METELKOS, et al. 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission and Jonathan L. Goldstein, U. S. Attorney for 
the District of New Jersey today announced that on 
January 12, 1976, the Honorable Herbert J. Stern, 

U. S. District Court Judge for the District of New Jer- 
sey sentenced five defendants convicted of conspiracy 
and securities fraud in connection with financial 
collapse of Christian-Paine & Co., Inc., a registered 
broker-dealer. 


The defendants, after an eight week trial, were con- 
victed of conspiracy, unlawful hypothecation of cus- 
tomers’ securities, untawful sales of customers’ securi- 
ties, making and keeping false books and records, sub- 
mitting false statements to federal officers and fraud 
in connection with the sale of securities. The def2nd- 
ants and the sentences which they received are as 
follows: 


Christos L. Netelkos, an undisclosed principal of 
the firm, was sentenced to eleven years and 
fined $50,000. 


Joseph J. Rega, president of Christian-Paine, was 
sentenced to five years in federal prison and fined 
$20,000. 


Charles H. Gamarekian, also an undisclosed princi- 
pal, was sentenced to five years in federal prison 
and fined $20,000. 


George Santoriello, cashier, and Georgette Ysrael, 
bookkeeper, who were convicted of lesser roles 

in the conspiracy, were each sentenced to eighteen 
months in prison. 


Christian-Paine, one a large over the counter brokerage 
house located in Hasbrouck Heights, New Jersey, had 
25,000 customer accounts prior to April, 1974 when 
the Commission sought injunctive relief and the appoint- 
ment of a receiver in Federal District Court in New Jer- 
sey. The firm and its principal, Joseph Rega, were 
charged with violations of the net capital rule and false 
books and records. Christian-Paine is currently being 
liquidated by a trustee appointed pursuant to the Se- 
curities Investor Protection Act of 1970. 
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Litigation Release No. 7247/January 21, 1976 


SEC v. WESTERN ORBIS COMPANY 
(USDC for the District of Columbia, Civil Action No. 
76-0127) 


The Securities and Exchange Commission announced 
the filing of a complaint in the U. S. District Court 
for the District of Columbia on January 21, 1976, 
seeking a court order directing Western Orbis Com- 
pany (“Western Orbis”), Los Angeles, California, 

to comply with the reporting provisions of the Se- 
curities Exchange Act of 1934 and seeking a perma- 
nent injunction against further such violations. 


According to the Commission’s complaint against 
Western Orbis, the company failed to file with the 
Commission in proper férm its annual report on 
Form 10-K for its fiscal year ended June 30, 1975, 
and its quarterly report on Form 10-O for the 
quarter ended September 30, 1975. 
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STAFF ACCOUNTING BULLETIN 
Release No. 3/January 16, 1976 


NOTICE OF PUBLICATION OF STAFF ACCOUNTING 
BULLETIN NO. 3 


The Division of Corporation Finance and the Office of 
Chief Accountant today announced the publication 

of Staff Accounting Bulletin No. 3. The statements in 
the Bulletin are not rules or interpretations of the 
Commission nor are they published as bearing the Com- 
mission’s official approval; they represent interpreta- 
tions and practices followed by the Division and the 
Chief Accountant in administering the disclosure re- 
quirements of the federal securities laws. 


Staff Accounting Bulletin No. 3: provides responses 
to questions which have been raised with respect to 
Accounting Series Release No. 159, Management’s 
Discussion and Analysis of the Summary of Earn- 
ings or Operations. At the time the two indices to 
the Staff Accounting Bulletins are next updated, 
these interpretations will be incorporated into Topic 
6 — “Interpretation of Accounting Series Releases.” 


TOPIC 6: INTERPRETATIONS OF ACCOUNTING 
SERIES RELEASES 


F. Accounting Series Releases No. 159 — Manage- 


ment’s Discussion and Analysis of the Summary of 
Earnings or Operations (adopted August 14, 1974) 
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General Facts: 


ASR No. 159 adopts amended Guide 22 under the 
Securities Act and Guide 1 under the Exchange Act 
(the ““Guides”’) which require a narrative explana- 
tion or discussion of the following: 


(1) Material changes from period to period in the 
amounts of the items of revenues and expenses set 
forth in the summary or substituted income state- 
ment or disclosed pursuant to Rule 12-16 of Regu- 
lation S-X. 


(2) Changes in accounting principles or practices or 
in the method of their application that have a ma- 
terial effect on net income as reported. 


(3) Material facts which rnay make historical opera- 
tions or earnings as reported in the summary not 
indicative of current or future operations. 


1. Quantitative Tests 
Facts: 


The Guides state that a discussion of a change gener- 
ally is required when the change is greater than (1) 
10 percent of the comparable amount in the prior 
period and (2) 2 percent of the average net income 
or loss for the most recent three years. 


Question: 


Must each item which meets the test be discussed 
separately? 


Interpretive Response: 


No. As pointed out in the Guides it is not necessary 
under all circumstances to discuss each item separate- 
ly. The tests set forth in the Guides were intended to 
provide registrants with assistance in complying with 
the purposes of the “management analysis.” Some 
changes which do not meet the tests may require com- 
ment under particular circumstances. For example, 
some aggregate figures in the summary may not have 
changed significantly but the components may be 
substantially different from one year to the next. 
Similarly, major changes in the financial position of 
the business may have a highly significant effect on 
operations and, hence, should be discussed. On the 
other hand, other changes which do meet the tests 
may be judged by management not to be important 
to investors in understanding the operations of the 
period. 


In most instances the staff believes that changes 
which meet the tests warrant an explanation, but 
the tests were not meant to be applied mechanis- 
tically. The staff emphasizes that disclosure in 
accordance with the Guides should provide mean- 
ingful information to investors. In this context it 
is not useful to simply subtract two numbers and 
to identify the dollar amount of the difference. 












| Registrants are advised to focus on the causes of simple discussion of the reasons for a change in that 


material changes in accounting and business activi- variable may also serve to explain the changes in the 
ties and to regard the tests as tools to be used to related items. A repetition of the same explanation 
identify items which should usually be included is neither required nor useful. 


| in the discussion. 
4. Annual Reports to Security Holders 
2, Causes of Material Changes 


Facts: 
na Note 2 to Rules 14a-3(b)(4) and 14c-3(a)(4) under the 
The Guides require a discussion of the causes of ma- Exchange Act indicates that Guide 1 applies to the sum- 
terial changes in the items of the summary and dis- mary of operations required to be included in the an- 
closure of the dollar amount of each such change and nual report to security holders. 

the effect of each such change on the reported results ; , 
for the applicable periods. Question 1: 

rs Must management's discussion and analysis in the annual 
Question: report to security holders be identical to that which 
Must dollar amounts always be incuded in the discus- would be required in a filing with the Commission? 


? 
sion of causes of material changes? Interpretive Response: 


Interpretive Response: No. Rules 14a-3(b)(10) and 14c-3(a)(10) indicate that 
: : . information regarding the summary of operations may 

No. It may not always be practicable to identify — . : 

dollar cameahe with each cause of change; however be “set forth in any form deemed suitable by manage- 

the staff believes that quantification of om dis- ; ment. The staff believes that in accordance with this 

d is very important. For example, if a material clause, management's discussion and analysis need not 

increase in sales were attributable both to increases be set forth in a separate, captioned section in the annual 
in unit sales and to price increases, the disclosure of report or positioned immediately following the summary. 
the dollar smount of each in conjunction with a dis- However, the staff is of the opinion that no modification 
cussion of the causes would be fundamental to in- or segregation of any portion of management's discussion 
vestor comprehension. Similarly, discussions of and analysis should result in the elimination of informa- 
shanges in product ates calor profitability of par- tion required in a filing with the Commission. Manage- 
ticular products, new product lines. and other ment may position the discussion and analysis in appro- 
matters ave cave meaningful when quantified. priate sections of the annual report, but necessary infor- 
Thus, the guide states that dollar amounts should mation may not be omitted. For example, information 
be included in the discussion of material changes regarding material changes in maintenance, repairs and 
whenever it is possible to do so. advertising should be included. 

3, Ratio Analysis Guestion 2: 

hintie May management's discussion and ahalysis in the annual 
acts: report to security holders be incorporated by reference 

i ili r ? 
The Guides require a discussion of changes in the in a filing on Form S-87 
amounts of the “items of revenues and expenses.” Interpretive Response: 
Question: Management's discussion and analysis in the annual re- 
‘ . : be incorporated by reference in Form S-8 

Does this requirement contemplate only an analysis port may ‘ ae 
of changes ~ individual items se aan od =~ ad provided that the following conditions are met: 


| or should changes in interrelationships between 


tenns aloo be tincieeed? (1) The financial statements are also incorporated by 


reference. 
Interpretive Response: ‘ (2) Specific reference is made to the section or sections 
The quantitative tests in paragraph (f) of ASR 159 in the report, including page numbers, which contain 
do not relate to interrelationships between items, the relevant information. 


such as Cost of Goods Sold as a percentage of Net 
Sales. However, many issuers include analysis of 
such interrelationships.in order to give investors a 


5. Capsule Income Information 


clearer understanding of the financial statements. — 
In addition, in some cases a discussion of interrela- The Guides require a discussion of periodic changes dur- 
tionships may be the most helpful way of describ- ing the latest three fiscal years and the latest interim 
4 the reasons for changes in several individual period presented. 


For example, certain costs may be directly 
related to sales or some other variable, so that a 
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Question: 


Does the requirement related to interim periods apply 
to capsule income information provided for any period 
ended subsequent to the date of the most recent bal- 
ance sheet filed? 


Interpretive Response: 


Although the Guides are concerned specifically with 
the interim period between the end of the most recent 
fiscal year and the date of the most recent balance 
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sheet filed, the staff is of the view that an explana- 
tion of subsequent material changes should be in- 
cluded with the capsule income information and that 
the explanation and capsule data should be referenced 
in the section containing management's discussion and 
analysis. The staff believes that the general principles 
set out in the Guides are relevant to an analysis of the 
capsule data even though the quantitative tests are 
not applicable and the detailed changes in items in 
the summary, income statement; or Schedule XVI 
are not available. 
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